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Chapter-I 

INTRODUCTORY 


Non-agricultural credit societies, including urban co¬ 
operative banks and employees' cooperative credit societies, have 
made-remarkable progress in some states. The development in the 
country as a whole, however, has not been even. Considering that 
such societies are the most suitable agencies for serving the credit 
needs of the urban middle-class, the government of India decided to 
appoint a team to examine the working of cooperatives in the non- 
agricultural credit sector and to suggest measures to ensure their 
sound and speedy growth. The study group was constituted, by 
Notification No. 8-5/63 -Coord dated the 5lst May 1963 jssued by the 
Ministry of Community Development ft Cooperation, a copy of which is 


at Appendix I. 


The study group consisted of the following members:- 

1. Shri V.P. Varde ... Chairman 

Chairman, Saraswat 

Coop. Bank Ltd, , 

Girgaum, Bombay. 

2. Dr..P. Natesan, ... Member 

Chairman, George Town Urban 

Coop. Bank, Madras. 

3. Shri P;R. Chakravarty, ... Member 

Member of Parliament. 


4. Shri Bhola Nath Chopra 
Secretary, Railway Clearing 
Accounts Office Employees' 

Thrift ft Credit ..Society, 

Kishan Ganj, Delhi. 

5. Shri Bejoy Krishna Goswami 
Secretary, Calcutta Telephone 
Dist. Coop. Society Ltd. , 

Calcutta. 

6. Miss Roma Mazumdar, 

Deputy Secretary, 

Ministry of Community Development & 
Cooperation, New Delhi. 


Member 


Member. 


Member 

Secretary 
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1.3 The terms of reference, of•the study group were us follows:- 

(a) to examine the present patterns of organisation and 
forking of non-agricultural credit societies including urban co¬ 
operative banks and employees cooperative credit societies; 

(b) to recommend specific measures for their promotion 
and development on sound lines 

(c) to indicate programmes and physical targets for /the 
organisation of such cooperatives during the third and fourth 
plans; and 

(d) to recommend steps for close inter-relationship 
between cooperatives in th$& field with other fields of cooperative 
activity e. g. the cooperative banking structure and industrial 
cooperatives. 

1.4 In order to elicit necessary information and views on 
the subject, questionnaires were issued to (a) state governments, 
fb) the national and state cooperative unions, (c) state 
cooperative banks, (d) selected urban cooperative banks, 

(e) selected employees cooperative credit societies, (f) federations 
of employers and (g) certain other selected organisations and 
individuals. Copies of the questionnaires issued to urban coopera¬ 
tive banks and employees cooperative credit societies are at 
Appendices II & III and a list of persons and institutions from whom 
replies were received k to the questionnaires is at Appendix IV. 

1.5 The study group also undertook tours to Hyderabad, Madras, 
Calcutta, Bombay and New Delhi where the working of certain employees' 
cooperative credit societies and urban cooperative banks was studied. 
A list of such institutions visited is at Appendix V. The group had 
also the benefit of meeting the Registrar; of Cooperative Societies, 
representatives of the state governments, ohe state cooperative 
unions and the state cooperative banks of ohe states visited in 
addition to individuals and representatives of organisations 
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interested in the subject. Discussions were also held with the 

Registrar of Cooperative Societies, Madhya Pradesh. In Bombay, 

they further had the advantage of discussions with the Reserve 

Bank of India, the L.I.C. and the State Bank of India and, at 

the 

New Delhi ? of meeting/Deputy Minister in charge of Cooperation 
and the Secretary, Ministry of Community Development & Coopera¬ 
tion,, the Director of Industrial Cooperatives in the Min istry 
of Industry and representatives of the National Cooperative 
Union of India, the National Agricultural Cooperative Marketing 
Federation, the International Cooperative Alliance, the National 
Cooperative Development Corporation and other officials and 
non-officials 

1. 6 The study group held an initial meeting in New Delhi 

on the 4th July, 1963. after completing its tours to Hyderabad, 
Madras, Calcutta, Bombay and New Delhi, it held a last meeting 
in New Delhi on the ISth and 19th December 1963 to finalise 
and sign the report. 

1.7 We found that reference to the following documents 
and publications provided us with useful material for the 
purpose of our study: 

(a) The Report of the Cooperative Planning Committee 
appointed by the Government of India on the 
recommendation of the Fourteenth Registrars 
Conference) 

(,b) Cooperative Banking India by G.M. Laudp 

(c) the Report on the Survey of Urban Cooperative 
Banks, Reserve Bank of Indiaj 

(d) the Report of the Second Working Group on 
Industrial Cooperatives, Ministry of Commerce & 
Industry j 

(e) the Pay Commission Report, 1957-59, Ministry 
of Financej 

(f) the Report of the Staff Welfare Review Committee, 
Ministry of Home Affairs- ad 

(g) the Report of the Study Group on Cooperatives 
under Railways and Posts and Telegraphs Department, 
Ministry of Community Development and Cooperationj 

(h) the Report of the Committee on Cooperation 
Ad lainis trat i on, 
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1.8 We are indebted to state governments for their assist¬ 

ance in organising our visits and supplying us the information 
required. We would also like to acknowledge our gratitude to the 
institutions and the officials and non-officials who personally 
or through correspondence helped us by giving us the benefit of 
their views. 

1.3 We pln.ce on record our gratitude to the Chairman, 

Shri V.P. Varde, for giving us valuable guidance during our 
deliberations. We also place on record our deep appreciation 
of the efficient and sincere services of Miss Roma Mazumdar, 
Member-Secretary of the Group and Deputy Secretary in the 
Ministry of Community Development & Cooperation. 
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Chapter II 

PRESENT DEVELOPMENT OF NON-AGRICULTURAL CREDIT 
COOPERAT IVES 

PURPOSE 

2.1 N 0 n-agricultural credit societies cater to the 

banking and credit requirements of the urban middle class, e.g, 
the small trader or businessman, the artisan or factory worker, 
the salaried person with a limited fixed income in urban or semi- 
urban areas. While, as a class, they may be in a position to collec 
and invest a certain amount of savings over a period of years, 
they may also from time to time have demands on them which 
require thorn to take small loans. Such loans may be needed for 
what could be described productive purposes, such as the 
acquiring or building or repairing of b house, the education of 
children or the sotting up or advancing of a business or a trade 
Loans may also be required for me sting recognised social obligations 
connoocted with marriages, funerals or religious coremonies and 
for tho redemption of old debts. 

2*2. Though joint stock banks are now opening branches feven 

in taluka' or mandi towns they would not find it advantageous to meet 
the ne ?ds of this class. They would not be interested in develop¬ 
ing the.business of small loans repayable in small instalments as 
tho cost of advancing and recovering them would bo high. As they 
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clientele is different. Such cooperatives have two facets - 
they mobilise funds and they meet the financial requirements of the 
needy. Following the success of the urban credit institutions orga¬ 
nised by Horman Schultge in Germany and Luigi Luazatti in Italy in • 
the period 1855-85, social workers in India began to think in 
terms of cooperation as a means of bringing succour to the middle 
classes as early as the close of the 19th century. Middle class 
Maharashtrian families in Enrol a got to •‘■ether to start a mutual 
aid society on the 5th February, 1889,. under the guidance of the late 
Shri Vithal Laxman Kavthekar. While legal status was first conferred 
on credit societies with the needs of the agricultural sector 
particularly in view* in piloting the legislation Sir Ibbotson said, 

"We recognise that artisans, employees on small pay and other persons 
of meagre means residing in the towns may very properly be admitted 
to the benefits of our legislation." In Madras, the first urban 
society was registered in October 1904 at Conjeevaram. The Betegiri 
Cooperative Credit Society in Dharwar district was the first society 
to be registered in Bombay in October 1905. In Mysore, the Bangalore 
City Cooperative Credit Society was registered in December 1905. 

2.4 Little attention was naid to the development of the urban 

credit movement until the Maclngan Committee drew attention to its 
potentials. The failure of the Swadeshi joint stock banks created an 
opportunity for cooperative banking to develop as a medium for 
mobilising the savings of persons of modest means, and helping those 
whom financial distress caused by high living costs and unemployment 
had driven into the clutches of moneylenders. The inter-war pdriod 
did not affect the urban credit movement as adversely as it affected 
the agricultural credit movement. This may be. due to the fact that during 
the depression the fall in urban Incomes was not as steep as the fall 
in rural incomes. Another contributory factor to the stability of 
the movement in urban areas was the comparatively high standard of 
managerial efficiency available in urban areas and which urban 
co-operatives could afford due to their larger resources. The 



conditions arising out of ths second world war provided a fresh 
stimulus to this sector and the non-agriculturcl cooperative 
credit movement has been able to maintain a steady progress, 
in at least parts of the country,without any financial 
assistance. 

2.5 N Q n-agricuItura1 credit cooperatives now comprise 
over 12,000 societies and cover nearly a third of the urban 
families. They had a working caoital of over Ps. 164 crores 
composed mainly of ownedf'unds and deposits and advanced loans 

i 

of the order of Rs.161 crores in 1961-62. It will bo seen that this 
sector is contributing substantially both to cooperative thtift 
and cooperative lendings. Details of the progress of the 
sector are given below. 

COVERAGE 

2.6 In 1951, the percentage of urban popula.tion covered by 

non-agricultural credit cooperatives was 18$. Coverage was highest 
in Kerala (42$) followed by Maharashtra (35$), Madras (24$) and 
Orissa .and West Bengal (23$). However, in the remaining states 
only about(.10$) of the urban population was covered by non- 

agricultural credit cooperatives. 

2.7 Within a period of 10 years, the all Ii. la coverage 
increased to 29$. Again, coverage was highest in Kc ala (59$) 
followed by Maharashtra (49$), Madras (42$) and West Bengal (40$). 

While no appreciable progress was made in Orissa, the states of 
Gujarat and Mysore made some headway. Coverage in these states increased 
from 17$ to 36$ and from 15$ to 34$ respectively. Non- 
agricultural credit cooperatiVKsin the other states covered on 

an average only about 13$ of the urban families. 

2.8 The table below indicates the percentage of urban 
population covered by non-agricultural credit cooperatives in 
the different states and in the union territories in the years 
1951 and 1961. This has been worked out on the basis of the urban 
population of India according to the census reports of 1951 and 1961, 
and by assuming that there are five members in each family and only 
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one of them could be a member. Certain non-agric nltural 
cooperatives such as women’s-thrift and credit societies may be 
located in rural areas, and to that extent the figures below 
are only approximate. The figures relate to the states and union 
territories as demarcated at present and not as in.1951. 


Table 2.1.: Percentage of urban population covered bv non - 


agricultural 

credit cooperative societies. 


State 

1951 

1961 

Andhra Pradesh 

14 

20 

Assam 

4 

15 

Bihar 

9 

12 

Gujarat 

17 

36 ■ 

Jammu & Kashmir 


3 

Kerala 

42 

59 

Madhya Praddsh 

6 

9 

Madras 

24 

42 

Maharashtra 

35 

49 

Mys ore 

IS 

34 

Orissa 

23 

24 

Punjab 

6 

16 

Bo. j as than 

4 

5 

Uttar Pradesh 

5 

12 

West Bengal 


40 

U.rs'vE,?.. Delhi.. Manipur 

and A&N Islands) 

6 

17 

T otai: 

17.49 

29 

PROGRESS 



2.9 Numerically, the 

number of non-agrici 

ultural credit 

societies rose from 7,810 

in 1950-51 to 12,28' 

1 in 1961-62, 

representing an increase 

of 57$ within 12 yea: 

: .’s, During the 

period, membership increased by 127$, rising : 

Prom 21,78 lakhs 

in 1950-51 to 49.54 lakhs 

in 1961-62. 
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The working capital of those societies increased from 
Ss.53,78 crores in 1950-51 to Rs. 164.83 crores in 1961-62 represen¬ 
ting an increase of 3 190$ in a period of 12 years. The working 
capital was largely constituted of deposits. These rose 
from Rs.35.05 crores in 1950-51 to Rs.102.67 crores in 1961-62. 
representing an increase of 193%. There was a similar increase 
in share capital which rose from Rs.12.12 crores in 1950-51 
to Re. 36,97 crores in 19§l-§2. Loans advanced also increased 
proportionately. In 19g0-$l, non-agriculturr1 credit 
cooperatives advanced Rs.47.29 crores. In 1961-62, they 
adv.nnced Rs.161,63 crores, an increases of 242%. It will be seen 
that, to a very large extent, such cooperatives depended on 
their owned funds and deposits, and that considerable orogress 
was made in these fields, 

2,11 The table below indicates the trend of progress 

during the two five year plans in the country* 



Table 2.1* lr°nd of progress of non-agricultural credit cooperative societies since the beg h■ ing 
ch' the first plan-* 
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C OMPARATIVE PCS IT I ON IN THE STATES 

2.12 As stated earlier,in 1961-62, the total number of 
societies had gone up to 12,286 and membership to 49.54 lakhs, 

Punjab had 2,213 such societies which was the largefefrtnumber in 
any state though the aggregate membership was comparatively low 

at 1,30,590. The state of Maharashtra followed with 1,720 societies, 
Mysore with 1,085 societies, U.P. with 1,057 societies and Madras 
with 1,025 societies. The total membership was the Largest in 
Maharashtra and Madras (12.21 Lakhs and 8.43 lakhs resoectively) 
succea&ed by West Bengal (6,96 lakhs) though the Latter had a 
comparatively smaller number of societies i.e. 679. 

2.13 In 1961-62, the total vox-king capital of non- 
agriculturnl cooperatives increased to Rs.164.83 crorss of which 
Rs.102.67 crores were .deposits and Rs.36.97 crores represented share : 
capital. Loans advanced during this year were to the extent of 

?s. 161.63 crores. Rs. 149.36 crores were recovered and loans out¬ 
standing were Rs. 129.92 crores of which overdues were Rs.8,16 crores. : 
The total working capital was highest in Maharashtra (Rs.49.70 crores) 
followed by West Bengal (Rs*3$.59 crores), Madras (Rs,20.78 crores) 
and Gujarat (Rs. 17x12 crores). Similarly, deposits were highest 
in Maharashtra (Rs.27.68 crores), West Bengal (Rs.24'«86 crores), 

Madras (Rs.13.05 crores) and Gujarat (Rs> 10,86 crores).. Share 
capital was also highest in Maharashtra (15.32 crores). Total 
loans advanced were Rs.48.03 crores in Maharashora ) Rs,53*69 crores 
in Gujarat, Rs.23.49 crores in West Bengal arc Rs.22.26 crores in 
Madras. 

2.14 The table below gives state-vise details regarding 
non-agricultural credit cooperative societies in the year 


1961-62. 
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2.15 3615 societies were classified as A and B class 
societies, for 1960-61^ and 6,028 as C, D and E class societies. 
In other words 37$ of the total audited and classified 
societies belonged to the A&B class. Maharashtra and Gujarat 
had a fairly large percentage of societies in the A and 

B Class. In the other states, the position was less satis¬ 
factory. In West Bengal, the majority of societies had not 
been classified, and figures for Bihar were not available. 
During 1961-62, 8004 societies declared profit and 2,379 
declared loss, the total amount of profit being Rs.308 lakhs 
and of loss its.16 lakhs according to the figures available. 

Thus, 65$ of the total number of societies declared profit 
and 19$ loss. 

2.16 The state wise position in this respect is 
indicated in the thble below: 



Table 2.4; Classification of non-agricultural credit cooperative societies for 1S60-61 and profit and 
loss position in 1961-62. * 
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THE AVERAGE GOOICTY 

2,17 F r om this data, it would-appear that the average 

non~agricultur.nl credit cooperative;: in the country was, 
during. 1961-62, a society with 400 members and a working 
■capital of Rs. one lakh thirty four thousand (share capital 
consisting of about- Rs.30,000 and deposits Rs.80,000) which 
advanced over Rupees one lakh thirty thousand as loans. 6$ 
of the loan outstanding was overdue. The picture varied 
considerably in the country. The strongest cooperatives in 

•j 

respect of membership, share capital, deposits and loans a* 1 
advanced existed in West Bengal, Mahaxashtra and Madras. 

The overdues position mg also very satisfactory in West 
Bengal and Madras though it was high in Maharashtra. It 
will be recalled that in these states coverage was also 
above -average. These states represent the leading states 
in this sector of the cooperative movement* 

2*18 In Bihar and Gujarat, the average society had a 

lower membership than in those three .states. The deposit, 
working capital and loaning position was however comparable* 
Deposits in-the average Bihar society, particularly,were of a. 
high order, whereas in Gujarat, the leans advanced by the 
average society were the highest in the country. The 
coverage in Gujarat was also satisfactory, but in Bihar 
the societies, though excellent in themselves, were 
restricted to only certain areas of the state. The overdues 
position in these two states was again very satisfactory. 
Coverage was also above average in Mysore and a represen¬ 
tative society in the state had adequate membership and 
working capital. Leans advanced were also considerable, 

2.19 The societies in Kerala and Andhra Pradesh come 

closest to theso states in membership and performance 
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In Kerala, particularly, the coverage was excellent, and membership 
of the individual society was hi ha, though the position regarding 
deposits, working capital and loans did not comoaro to the 
societies in the states already mentioned. Considerable effort 
in the remaining states will have to be made to reach the standards 
in the states discussed earlier 

2.20 The table below gives a picture of the average 

society in each state: 
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THE AffBRAGE MEH35 i 

2.21 In so far as the average member is eaoh state was 

concerned, the all India picture was that he had invested 
Rs.75 in shire capital, Is.207 in deposits and was advanced 
a loan of Ps.326 in 1961-62. The highest holdings in the 
share oanital ner member were in Maharashtra and Bihar, 
followed by West Bengal and Gujarat. Deposits per member 
were highest in Bihar e.g. Is.474 followed by West Bengal 
where they were fe,357. Loans advanced per member were 
again highest in Gujarat e.g. 8s.810, Bihar (Rs.486), West 
Bengal (Rs.338) and Maharashtra (Rs.305) . 


2.22 

The 

table below gives a picture 

of the average 

member 

in each 

state: 



T a ble 2 

.6: Relative.details of 

the average 

member of a non- 


agricultural credit 

c oooe rat ive 

society .inin 


1961 

-62 .Tjj 



Stf te 

Share capital 

Deposits 

Loam advanced 

Andhra Pradesh 

53 


150 

l r 9 

Assam 

41 


507 

156 

Bihar 

103 


4 r 4 

486 

Gujarat 

88 


264 

S10 

Jammu & Kashmir 

33 



100 

Kerala 

25 


7: 

109 

Madhya Pradesh 

58 


20c 

243 

Madras 

34 


15c 

234 

Maharashtra 

125 


22 r 

393 

Mysore 

51 


142 . 

250 

Orissa 

42 


114 

162 

Punjab 

40 



9? 

Fia jasthan 

61 


144 

17c 

Uttar Pradesh 

53 


100 

36 

West Bengal 

85 


?c7 

558 

Union Territories 

75 


135 

260 

All Indio. 

75 


227 

-26 


Based on "Cooperative Movement in I n dis - Important Statistics 
1961—62" published by the Ministry of Community Development 
and Cooperation, 






COMPARISON WITH A'mCJJiPT 
2.25 Evidently, non- 

an important, plana in tin: 


’THAT, CREDIT COUPEPJvC IVSS . 
-agricultural credit coup- ■i ■ Kiv->n 
3 cooperative credit structure. 


OO'lU’y 


financial terms o,g. owned funds, deposits and working capital. 


they are by far the strongest part‘of the primary 

structure'being largely self reliant. This is in! 

the table riven below: 

Table 2.7: Comparative position of agricultural ai 

credit 

.icated by 

d nor.-ugriciUGuraJ- 

cooper. 

itive credit societies. 1961-62, 






Agricultural credit N 

•n —a gricult un I 


s ocieties. c: 

edit social.ies 

jSftxriber 

2,14,912 

12,286 

Membership 

195.60 lakhs 

49,54 lakhs 

Share capital 

38.61 croros 

36.97 crores 

Deposits 

17.34 crorojffj' 

102.67 crores 

Working capital 

325.25 cror-as 

164,33 crores 

Leans advanced 

223,09 crores 

131.63 crores 

Loans recovered 

190.46 orores 

149.36 crores 

L ca ns out stan- 



ding. 

256.39 crores 

129.92 crores 

Of which overdue: 

. 62.92 crores 

6.13 crores 

Share capital as 



percentage of 



working capital. 

21 


Deposits as perctn- 


tape of working 



capital. 

5.4 

o<: 

Outstandings 



as percentage 

79 

78 

of working cap it 

al. 
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DIFFERENT TYPES OF SO C IETIES 

2.24 The figures given in this chapter relate to all typos 
of non-agriculture 1 credit cooperatives. Such cooperatives 
however comprise the following three distinct types of societies? 

( 1 ) LIrba n cooperative banks, where deposits are 
usually withdrawable by cheques and which carry 
on normal banking functions (details regarding 
these institutions, ns far as available, are 

at Appendix VI); 

(2) Employees cooperative credit societies including 
factory workers credit societies which recieve 
deposits from members and non-members meet, the and 
requirements of permanent or semi-permanent 

salary earners in a particular organisation 
(details regarding these institutions, as far 
as available at at Appendix VII):: and are 

(3) Other types of non-agriculture 1 credit societies 
such as credit societies catering to a particular 
profession e.g. weavers, fishermen, etc. or a 
particular community or religious group. They 
include industrial banks and a considerable 
number of women's thrift and cbedit societies 
and societies which do not fall strictly into 
either of the above two categories (details 
regarding these institutions, as far as 

' available,are at Appendix VIII). 

2.25 The objectives, working and problems of these 
different types of non-agricultural credit societies are 
materially different. It would, therefore, be advantageous 
if separate statistics could be collected for each type of 
society. W 3 have tried to collect such statistics from the 
state governments for the purpose ofthe report, but h-rtu not 
always been successful as this is not being done on a normal 
basis in all states. W* have, however, triad to deal separately 
in this report with the oroblems relating to urban cooperative 
banks and to employees cooperative credit societies in 

the next two chapters. General promotional measures 
relating to both types of societies are dealt with in the 
succeeding chapter. A summary of recommendations is given 


at the end, 



Chapter III 


URBAN COOPERATIVE BANKS 


DEFINITION 


3.1 Among the non-agricultural credit societies, urban ccopera 
tive banks occupy an important place. Their main function is to 
promote thrift by attracting deposits from members as well 
non-members and to advance loans to members. Some urban, oooperat tv- 
banks also provide other facilities such as remittance of funds, 
collection of'cheques and bills, and safe deposit vaill'fep.in other 
words, all be facilities provided by- cearner jial banks, 

3.2 The statistics available regard}rig urban cooperative banks 
are subject to several, limitations, the principal among them being 
the ambiguity and lack of uniformity of definition of the term 
"urban cooperative bank". As a result very few states collect 
separate statistics for such institutions and it is difficult to 
analyse their progress or problems. The term "bank" is used loose! 
in some states and gives a misleading picture to the public as 
some societies so named do not undertake regular banking activiti 
On the other hand, we came across certain cooperatives carrying on 
regular banking business but designated as e-eiit societies. This 


has to some extent stood in the way of attracting the confidence 
of the people and thereby, hampered 'the further development cf the 
banks. It would be of advantage to adopt a mfortn definition of 


urban cooperative Dunks so that they could b- easily distinguished 
from other credit societies. This would facilitate comparison of 
their position in different states, implementation of a national 
policy for ‘he development of such institutions and maintenance of 


a separate-watch on their progress. 

3.3 Hi Maharashtra, according to the recommendations of the 
Bhansali Mehta Committee, only those urban credit societies which 
do tanking business as defined ir. Section 277(f) of the Indian 


Companies Act, 


1915 (which is now Section 5(i) (b) of the Banking 
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Corapanies Act, 1949, i.e., 'tanking' means the accepting, for the 
purpose of lending or investment, of deposits of money from the 
public, repayable on demand or otherwise, and withdrawable by 
cheque, draft, order or otherwise*) and have a paid-up share 
capital of not less than Rs. 20,000, have been allowed to use 
the word "bank" in their nomenclature. 

3.4 In other states, no clear definition of an urban coopera¬ 
tive bank has been laid down. The definition as in Maharashtra 
may be considered for adoption. However, in so far as the defini¬ 
tion relates to a minimum paid-up share capital of Rs. 20,000, 
it is pointed out that a weak or 'vulnerable capital structure 
is one of the chief defects of banking institutions. The Banking 
Companies Act has, therefore, laid down minimum standards for 
joint stock banks depending on their area of operation. Judged 
by these, the minimum standard is a paid-up share capital and 
reserves of Rs. 50,000 which is considered necessary for allowing 
any joint stock banking company to function, if it has only one 
place of business excluding Bombay or Calcutta in any one state. 
On the other hand, the standard prescribed for an urban coopera¬ 
tive bank in Maharashtra is only Rs. 20,000 paid-up share 
capital. This may be partly due to the fact that the standard for 
an urban bank was fixed in 1938 while the Banking Companies Act 
was passed in 1949, and the value of the rupee has slumped 
appreciably during the intervening period. It may be argued that 
as urban cooperative tanks are owned and administered by the 
depositors themselves, the confidence reposed in the management 
has a greater validity than the capital base. However, the ques¬ 
tion must 'be examined in the context of the ability of an institu¬ 
tion to employ qualified, trained and experienced staff. This is 
possible only if they have certain minimum resources. We would 
suggest that, at present, the minimum amount should be fixed in 
the case of urban cooperative banks, as in the case of 
banks, at Rs. 50,000 paid-up share capital. 
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3.5 As such we would recommend that the definition of an 

"urban cooperative bank 1 ’ should' include the following features 

(a) a credit cooperative registered under the state 
cooperative societies act in urban or semi-urban 
areas; 

(b) a minimum paid-up share capital of Rs. 50,000; and 

(c) provision of banking facilities, e.g.,accepting for 
the purpose of lending or investment of deposits 
from members and non-members repayable on demand or 

Ll,Q ™ rp ’ n 'thdrawable by cheque, draft, order,etc. 

COVERAGE 

l 

3.6 lie have tried to collect information regarding urban 
cooperative banks in the different states. We have not been able 
to obtain information from all states but, in so far as it is 
available, we give below the number of societies and the total 
membership of such societies in'the years 1960-61 and 1961-62. 
Table 5.1 ;.Number and membership of urban cooperative banks 




1960-61 

1961-62 


State ‘ 

Ho. of 

Membership 

. No. of 

Member- 

Societies 

Societies 

ship 

Bihar 


. Nil 



Madhya Pradesh. 

18 

20,000 

19 

22,000 

Madras. 

.156 

• 4,17,000 

163 4, 

80,000 

Maharashtra. 

149 

4,35,000- 

162 4, 

45,000 

Orissa. 

15 

28,000 

15 , 

28,000 

Punjabi- 

50 

5,000 

50 

5,000 

-Rajasthan. 

9 

2,000 

9 

3,000 

Uttar Pradesh. 


Nil 

— 


Pondicherry. 

2 

. 8,100 

2 

8j #oo 

Tripura. 


Nil 




' ‘ Have data relating to urban cooperative banks 
for the country as a whole. However the statistics above give an 
indication of the uneven development of such institutions in the 




country. In all these states, urban cooperative banks numerically 
constitute a small percentage of the non-agricultural cooperative 
credit societies in the states. Madras and Maharashtra have the 
largest number. However*, even in states which have a largo number 
of societies, the whole state is not evenly covered. For instance, 
while in the western part of Maharashtra almost every urban area 
has an urban cooperative tank, the urban banking movement in the 
Vidharbha and Marathwada regions is relatively undeveloped. In 
certain large regions in the country such as the important states 
of.Uttar Pradesh and Bihar, there are no urban cooperative banks 
at all. As such at present only a small percentage of the 2,690 
towns in the country with their population of over 15 million:: 
families has been covered. ”ith economic development and indus¬ 
trialisation, existing towns and cities are rapidly expanding and 
many new centres and townships including industrial centres and 
headquarters of community development blocks are coming into 
existence. Such areas increasingly require tanking facilities 
and urban cooperative banks would be able to cater to the needs ■ 
of the people. They would also.be instrumental in promoting thrift 
in places where large sums of money are being spent in the process 
of economic development and extending the cooperative commonwealth 
in urban areas. 'Te would therefore recommend that each state 
should assess the scope for the establishment of urban cooperative 
banks in new centres and in different parts of existing municipa¬ 
lities or taluka towns in the state, with a view to organising 
such institutions. The suggestion of the Cooperative Planning 
Committee appointed on the recommendation of the Fourteenth Confe¬ 
rence of Registrars of Cooperative Societies in 1945 that, in 
view of the usefulness of urban banks to people of small means, 
these should be organised in all towns, requires to be taken up 
seriously for implementation. In every town with a population of 
over 1 lakh, the possibility of organising additional urban 
cooperative banks may be considered. 



5.8 The area cf operation of an urban cooperative bank is 

normally restricted by its bye-laws to a municipal area or a town. 

In certain cases it exceeds this area. The urban cooperative banks 

in Delhi, for instance, have the whole of the union territory of 

Delhi as their area of operation. Normally, it would be advisable 

for an urban cooperative bank to restrict its area of operation 
the the 

to municipality on taluka town where it operates. However, 
in the surrounding rural and semi-urban areas certain persons 
who would normally be members.cf the primary agricultural credit 
society my not be able to get credit from that society and they 
may be allowed, with the permission of the Registrar of Cooperative 
Societies, to become members of the urban cooperative bank in 
the neighbouring town, 

5.9 It was also observed that, in a majority of cases, no 
demarcation of area of operation within the town is made. As such, 
more than one urban cooperative bank may. function in the same 
town in the same area of operation. As the coverage at present 
is not very extensive ve did not come across any difficulty in 
this regard. However, when coverage becomes more intensive, and 
competition for deposits increases, it may bo a :Vlsable, if 
necessary, to restrict the area of operation to certain wards 

or zones or categories of persons so that there is no overlapping 
of jurisdiction of the different banks, 

M EMBERSHIP 

5.10 From the d%4a available it will be seen that membership of 
an urban cooperative bank varies considerably. The banks in 
Pondicherry appear to nave the largest average membership, i.e., 
over 4,000. .While in Madras and. Maharashtra the average member¬ 
ship of an urban cooperative bank is almost 3,000, in Orissa it 
was 1800, in Madhya Pradesh and Punjab about 1,000 and in Rajas¬ 
than only about 500. Efforts to enroll a larger number of members 
is obviously necessary .as even whore urban cooperative banks exist, 
their m^,vesshi^»^*^u 3 !=^tes only a small proportion of the total 
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population of the towns served. 

3.11 Controversy regarding the reasonable size of a society has 
been carried on since Sc'nultze pointed out that in the case of an 
unwieldy society.there was a danger that personal bonds would be 
eliminated and the society turned into a capitalist enterprise. 
This view was expressed from time to time in India. For instance, 
the Registrar of Bombay complained in his administration report 

in 1915-16 that ’’the unwieldy body of members loses coherence as 
it abandons the principle of mutual acquaintance and forfeits 
real control over the managing committee, A tendency to give 
excessive loans to single individuals, and to prefer real to 
personal security, becomes apparent. Dividends arc greedily sought 
as an object in themselves. Arrears and extensions mount up. The 
committee, as the volume of business increases, relaxes its grip 
on the details of administration and becomes less inclined to 
attend to the. advice of the Registrar,' These dangers appearing 
here and there are mentioned because the collapse of one of 
these big urban banks would bo a serious catastrophe to the 
whole movement. No such event is, however, on the horizon.” 

The Maclagan Committee warned that "the main principles, which 
govern the administration of agricultural credit will be equally 
applicable to the organisation of non-agricultural and non-credit' 
societies,” and "largo societies are to bo deprecated,” since 
they "must inevitably lose their cooperative character." The 
Townsend Committee however found in Madras "banks with 2,000 
members doing very well, while many of the smaller banks were 
not prospering." The Central Banking Enquiry Committee urged 
that "the development of large urban banks should bo encouraged, 
though restrictions on the area of operation may be considered with 
reference to the extent of population of the towns served by the 
banks, so that the operation of the banks may not become unwieldy." 

3.12 It would bo dangerous, at this stage of the growth of 
the urban credit movement, to lay down dogmatic restrictions as 



to the size of the institution Broadly it should provide a 
strong base for raising adequate resources so that reasonable 
demands can be met, an efficient and progressive management 
may be employed and 'confidence can be created among the depo¬ 
sitors, The Report on the Survey of Urban Cooperative Banks, 
1957-58 suggested that a membership of 1500 would be required, for 
a viable institution and this minimum figure should be aimed at 
Urban cooperative banks with a much larger membership have been 
iound to bo working well and according to sound cooperative 
principles. Active efforts should bo made by the management of 
the urban cooperative banks to expand their membership. At the 
same time, the possibility of reducing the control of the indivi¬ 
dual member over the society and its policy should be avoided, 

k T c have already recommended that the area of operation of an 

to 

urban cooperative bank should be restricted a municipality or 
town and in large towns, if it becomes necessary, zones or wards 
may be demarcated as the area of operation. The means of ensuring 
adequate member participation is also discussed subsequently in 
the report, 

3.13 The membership of urban cooperative banks is composed of 
persons living in urban areas such as traders, merchants,, salaried 
and professional classes, etc. The conditions relating to the 
membership of these banks are laid down in their bye-laws, tie 
feel that generally membership of urban cooperative banks should 

be open to ail persons competent to contract residing in the area 
of operation. 

cooperative 

3.14 A large number of urban banks wore started as 

communal societies* Some of the largest banks in Maharashtra and 
Delhi, for instance, were initially organised to cater to the needs 
of cert ain communities. Originally there were certain advantages 
having banks for members belonging to a compact group having a 
fairly intimate knowledge of each other's character and resources. 
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In a town or city it would be difficult to find any other common 

nexus which would ensure an equal degree of acquaintance among 

the members. However, these advantages are outweighed by the dis- 
* 

advantages of organising cooperatives on a communal basis in the 
present context. Economic interests rather than community or caste 
should be the bond between the members and the latter distinctions 
should not be fosterec^ln a cooperative institution which observes 
the principbs of open membership. The Maharashtra government, it 
is understood, does not now, as a matter of policy, register h.;- 
societies formed on communal basis and banks organised on such 
basis have since revised their bye-laws and thrown membership open 
to all communities. This position does not however obthin in all 
states. We would therefore advise that urban cooperative banks 
should not in future be organised on a communal basis and existing 
societies so organised should'suitably amend their bye-laws to 
throw membership open irrespective of casto, creed or religion. 
Watch should also be kept to ensure that these lye-laws arc given 
effect to in practice, 

3.15 In Calcutta, wc found a society (though carrying on banicing 
functions it is known as a credit society) had restricted its 
membership to landholders only. As a result its membership was 
small and the majority of persons, within the aroa of operation 
were donied the benefits of the institution. This again appears 
objectionable. It should be possible to confer membership on all 
those who are in need of the facilities that a cooperative lank 
can extend within its area. 

3.16 Ordinarily, there should not be more than one class of 
members in an urban ooonerative bank. Wo however came across the 
example of certain societies, having two classes of members, each 
class holding shares of different value. The members holding shares 
of lower value did not have the right of voting. Several banks 
have also been prompted "to introduce nominal membership to meet 
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the difficulties experienced by persons of limited means in 
obtaining small loans by pledging valuable articles and j eweliery. 
Nominal members are admitted on payment of a small entrance fee. 
They do not subscribe to the share capital nor do they have the 
right of voting or participating in the management. They are also 
not interested in the distribution of profits and do rot face any 
liability in the event of the society being wound up. This system 
was introduced to meet exceptional circumstances but has become 
a popular nears of denying the right, of participation in the 
management to persons eligible for membership. This system also 
deprives the bank of the opportunity to collect and retain, on 
a continuing basis, tho additional capital which would have been 
derived from these members. The practice of nominal membership 
should be done away with and all persons obtaining credit and 
eligible to be members should be enrolled as such.- All members 
should be extended equal rights and the privileges of full 
membership. Even if nominal membership is to be provided to 
assist those unable to purchase shares in the initial stages, 
it should be ensured that this is only a temporary feature and 
that the constituents become full members in the course of a few 
years. 

3.17 The only exception in this respect may be in tho caso of such 
■persons as arc not eligible to be members, for example, persons 
already members of a credit cooperative or persons not residing in 
the area of operation or minors, and who may not be actual 
borrowers, but who may have some interest in tho property vhich 
a member may offer as the security for a loan from the bank. If 
a member of a joint family, for instance, intends to borrow from 
the urban bank against the security of mortgage of real property, 
the other persons in tho joint family who have some interest in 
the property to be mortgaged, may be eligible to become nominal 
members of the bank to enable the regular member to borrow and, 
in case of default, they may bo brought under the purview of 
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arbitration proceedings under the cooperative societies act. 

3.18 The final authority in a cooperative society is the general 
body of members. It is essential that' the meoting^6f this body 
should be held regularly •every year and the effective participation 
of the members encouraged in accordance with the act, rules and 
bye-laws, hfe found that such meetings are very much delayed in 
certain states largely due to the late receipt of the audit reports. 
It should be obligatory that the audit report should be submitted 

so as to ensure that the general body meeting may be held within 
three months of the close of thu cooperative year. In exceptional 
cases the period may be extended for another three months. The 
Registrars of Cooperative Societies have certain statutory powers 
to ensure that such meetings are held. They should see to it 
that audit is completed in time and general body meetings are held 
in accordance with the law. 

3.19 As the membership of an urban cooperative bank normally 
extends to only one town or a part of a towrt there should be no 
difficulty by way of distance in attending genera^kody meetings. 
Even in the case of such urban cooperative banks which have a 
very large membership, no practical difficulties in holding the 
meetings of the general body were experienced as normally only a 
small percentage of the members attend. However, if and when the 
general body at an annual meeting becomes unwieldy due to the 
number of members being very large, the possibility of holding 
meetings of representatives of the members'rather than of the 
members themselves can be explored. 

3.20 An active and intelligent membership is the primary 
requirement in the translation of cooperative principles into 
actuality. In the urban areas, members and prospective members 
of cooperatives are more likely to be educated and the task of 
informing them of the benefits and the responsibilities of the 
cooperative movement should be accordingly easier than in rural 
areas. The education of such members is the function of the 
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National Cooperative Union of India and the state cooperative 
unions. We did not however come across any systematic training 
or publicity programme for members or prospective members in 
urban-areas and even in towns where the unions have their head¬ 
quarters. We would make the following suggestions in this 
respects- 

(a) As members and prospective members of urban cooperative 
banks are generally literate, suitable literature would be 
particularly effective for this group. The national or the state 
cooperative unions should bring out pamphlets or booklets in 
English or the regional languages regarding the functions $S 
and benefits of urban cooperative banks, the responsibilities of 
the members and the cooperative principles involved. 

(b) The Saraswat Cooperative Bank, Ltd., in Bombay,, 
observes the.practice of calling quarterly meetings. Members 
attending the meetings get an opportunity to air their views and 
arrive at an understanding of the functions of the institution. 
Simultaneously the active participation of the members is secured 
and the directors are kept alert and responsible as they have to 
remlarlv face the scrutiny of the members. A similar practice 

moir "ho 5 r>e*r\ bxr '-vh'hnY* n nrtnnrnt.i VP. VwnV'R . fVn 

occasions they may find it useful to invite leading cooperators 
or officials of the cooperative departments to give a talk on 
the subject. 

(c) There are some excellent urban cooperative banks func¬ 

tioning in different parts of the country. It would be useful if 
social workers, directors and members of urban cooperative banks, 
etc., are enabled to visit such institutions to study the features 
that have made thorn successful. _ . 

BOARD OF DIRECTORS 

3.21 The general body of the urban cooperative bank consisting 
of all its members elects a board of directors periodically with a 



- 32 - 


President, a Secretary, and in some cases a Treasurer and usua ll y 
an Executive Committee which can meet more often and look into the 
day-to-day affairs of the bank. The relative powers and functions 
of the different bodies and office-bearers, the procedure to be 
adopted by thousand Other relevant matters are laid down in the 
bye-laws. The final authority in all matters rests with the general 
body but the actual conduct of the affairs of thebank rests with 
the board of directors and the Secretary of the bank. 

3*22 The period of election to the board of directors varies 

in the states. The usual practices are to hold elections (a) each 
year, (b) once in three years, and (c) each year by rotation for 
one-third of the board. There appears to be no particular advantage 
in holding elections each year. It is expensive, takes up time and 
energy and the directors have hardly time to get acquainted with 
the functioning, of the institution before fresh elections are held. 
The practice of holding elections once in three years had previously 
been observed in Madras. However, under the new act, elections 
have to be held by rotation for one-third of the directors; each 
year. The advantages of holding elections once in three years 
are that expenses are kept at a minimum and the board of directors 
has time to learn the working of the bank. This practice was 
favoured by representatives of cooperative'institutions in Madras. 

In other states, however, the balance of opinion lay in favour of 
election by rotation. In this case, as only one-third of the 
directors is to be elected each year,-expenses are not as high as 
in electing the whole board each year. Each director has a period 
of three years to get acquainted with the working of the society 
and new directors have the'advantage of the experience of those' 
elected in the previous years, is such, a-certain amount *of 
stability and continuity is maintained. We would,, on’the. whole, 
prefer this practice and in any case would suggest-that elections, 
of the whole board of directors each year need not be called. 
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3.2.3 There should bo a regular election code under the state 
cooperative act or the bye-laws of a society as in Maharashtra 
and Madras. This should provide for nominations and voting by 
secret ballot. Such a position does not obtain in all states at 
present. In one urban cooperative bank we found that nominations 
were announced at the general body meeting, immediately followed 
by voting by show of hands. If nominations could have been called 
for and circulated earlier, it would encourage members to attend 
the meetings. Voting by secret ballot should be the right of all 
members in a democratic institution. 

3.24 It was observed that in a large number of institutions 
the same persons or set of persons were elected to the 
directors from term to term. It was suggested that an effective and 
practical method of ensuring that new directors are elected would 
be to insert a clause in the bye-laws preventing a person from 
standing for elections for' more than one or two consecutive 
terms. We must, however, point out that one common factor in the 
institutions enjoying prosperity over a period of time was the 
availability of the continuous efforts and services of a few 
dedicated and capable workers. The loss of the services of such 
persons for even short terms, particularly in the initial stages 

of an institution, my not be compensated immediately by the 
emergence of now leadership.' We would therefore not recommend 
any change in the bye-laws. Some institutions visited by us have 
established a tradition whereby directors.do not stand for more 
than one or two terms consecutively, and this practice' could be 
considered by such institutions as may find it desirable.'Basically 
however this is a problem to be tackled through the education of 
members. 

3.25 The urban cooperative bank deals with large deposits 
from members as well as;non-members and the security of such 
funds is of crucial importance. Certain suggestions were made 
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with regard to the manner in which it may be ensured that the 
board of directors safeguard the interests of the depositors. 

A view was expressed that additional votes according to a 
prescribed formula may be given to member depositors. T ;is was 
examined by us carefully but we feel that on the whole it 
would not be in conformity with cooperative principles. It 
was also suggested that urban cooperative banks may give 
representation to the depositors on the board of directors so 
that the board may have members who have a direct stake in 
'the funds of the institution. The disadvantage in this 
system would be the creation of conflicting interests in 
the board of the depositors and the shareholders which may not 
be desirable. As a long term solution all efforts should be 
made to enroll depositors as members so that they may have an 
equal voice in electing a board in which they may have confi¬ 
dence. 

3.26 An enlightened board of directors has an important 
place in the development of urban cooperative banks. The 
educational programmes mentioned in the case of members may be 
extended to directors, e.g., literature on urban cooperative 
banks should be made available, visits to well-run urban co¬ 
operative banks feVbttSt be arranged and regular meetings, may be 
held at which thd dirssteff would have to face the members. 

In addition the national or the state cooperative unions-may 
consider holding periodical seminars or discussions at which 
directors of different institutions may meet and exchange 
views. 

RESOURCES 

3.27 Resources available to cooperative banks can be 
classified broadly into owned funds and borrowed funds. 

Owned funds consist of paid-up share capital and accumulated 



- 35 - 


reserves created- out of appropriations from profits. Borrowed 
funds consist mainly of the different types of deposits received 
from members and non-members and borrowings from central 
cooperative banks. The data regarding resources in so far as 
available from different states is given below;- 
Table 5.2 ; Resources of urban cooperative banks 


State 


1960-61 (Rupees 

in lakhs) 

Owned 

funds 

Deposits 

Other bor¬ 
rowings. 

Working 

capital 

Madhya Pradesh. 

18.74 

55.36 

2.62 

76.72 

Madras. 

163.79 

777.41 

127.37 

1068.57 

Maharashtra. 

511.00 

2098.00 

195.00 

2804.00 

Orissa. 

17.60 

57.93 

1.17 

76.70 

Punjab. 

9.42 

10.84 

7.17 

27.43 

Rajasthan. 

3.94 

11.89 

3.09 

18.92 

Pondicherry. 

1.90 

6.66 

3.63 

12.19 


State 


1961-62 

(Rupees in 

lakhs) 

Owned 

Funds. 

Deposits. 

Other bor¬ 
rowings. 

- Working 
Capital 

Madhya Pradesh. 

21.66 

62.42 

1.97 

86.05 

Madras. 

179.51 

937,67 

140.67' 

1257.35 

Maharashtra. 

588.00 

2103.00 

454.00 

3145.00 

Orissa. 

18.81 

64.17 

0.64 

83.62 

Punjab. 

9.94 

13.38 

6,85 

29.67 

Rajasthan. 

4.33 

13.63 

2.96 

20.92 

Pondicherry. 

2.00 

7.33 

1.48 

10.81 
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3.26 Owned funds 

3The liability of members of urban cooperative banks is 
generally limited which is necessary in view of the fact that the 
membership is large, dispersed and diversified and mutual know¬ 
ledge ana cohesion cannot : exist to the same extent as in villages. 
They, therefor-, find it necessary to build up substantive owned 
funds which provide the chief security for outside borrowings. 

The percentage of owned funds to working capital varies from 
32 per cent in Punjab to 1L per cent in Madras. The maximum 
borrowing power of an urban cooperative bank, which is the limit 
for its deposits and other borrowings, is fixed as a multiple of 
its owned funds under the rules framed under the cooperative 
societies act or its own.bylaws. Generally, the multiple varies 
from 5 to 12 times the paid up caoital and the statutory reserve 
funds defending-unon the financial position of the institutions 
m different states. It was generally reported that the 
borrowing power of urban cooperative banks was adequate to meet 
the requirements of their working capital. 

3.29 The expansion of the activities of urban cooperative 
banks will necessarily involve strengthening their owned funds 
positionj strengthening of the statutory reserve fund cannot, 
however, be achieved rapidly as this find is constituted by 
setting ‘apart a fixed portion of the profits earned by the banks 
annually. Hence, it Is essential for'the strengthening of the 
owned funds position to collect more share capital. We have 
recommended earlier that an urban cooperative bank should have 
a minimum paid up share capital of Rs.50,000. Many well esta- 
blishea urban cooperative banks already have paid up share 
caoital exceeding this amount. However, other urban cooperative 
banks have to be brought up to the requisite level. With the 
ooening of new urban c.operative banks in all towns and munici¬ 
palities. as recommended by us, increasing efforts will have to 
be made to expand membership and to secure adequate share capital. 
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3 *30 The value of shares should be reasonable and within the 

means of the majority of share holders. It was observed that the 

value of shares issued by urban coooerative banks vgries from 

Hs.10 to Rs.100. Rs .10 per share appears to us adequate from the 

low 

noint of meeting the exoenses of the banks and also /enough to be 
within the means of members. It may be difficult for persons to 
purchase shares of higher value. Where necessary, orovision may 
be made for share money to be r.aid in instalments. 

3.31 The bylaws of most urban coooerative banks provide that 
every borrowing member must contribute to the share capital of 
the bank in a definite proportion, which is normally 10 per cent 
of the amount borrowed in case of personal loans. This is also 
conducive to the building up of owned funds. 

3.32 The initial impression of the group was that as the 
members of the urban cooperative banks have a comparatively good 
financial. 00 s it ion and judging from the exDerience of such urban 
coooerative banks in the country as constitute models of the 

.type?* no financial assistance from the state should be required. 

It was, however, pointed out to us by state governments and 
representatives of the cooperative movement that large areas 
exist even in states where other sectors of cooperatidn have 
developed considerably but where similar progress on the part 
of urban cocoerative banks has not b'-en possible due largely to 
the lack of orovision for assistance or targets for organisation 
in the state elans. We have also stressed the need to cover 
every town and municipality including new industrial townships 
and block headquarters by urban coooerative banks. This will 
require special efforts on the art the promotional agencies 
particularly In areas where the level of income Is low or 
where strong competition from other banking institutions 
already exists. We will also discuss the need for the diver¬ 
sification of activities of cooorrat ve banks' particularly 
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in the case of lendings for industrial purposes, for which 
strengthening of the capital of the society will become essent 

3*33 In view of these considerations, we would recommend t 
in the case of new banks which may find it difficult to collec 
share caoital of the order of Rs.5 0 ,000 in the first few years 
or <:/>; in the case of such urban cooperative &anks * requir 

immediate strengthening of their owned funds position, provisii 
should be made for state oartieioation in the share caoital. 
would like to stress however that the state should participate 
only where the'-e is a case of need and as an exceptional 

measure and not as a matter of course. The question of share 
capital oartieioation by the state in credit institutions has 
been examined at length in the Rural Credit Survey Report and t 
the Committee on Cooperative Credit and the Procedure of state 
oartieioation in societies of different types has been establis 
in different states. We would draw attention to the following 
procedures which may be adopted with regard to the urban cooper 
tive banks :(a) the state should participate on not less than a 
matching basis with the share capital collected by the members, 
(b) the share capital contributed by the state should be retirei 
within a specified period and (c) the state may, to safeguard r 
financial interests in the institution, nominate upto three 
directors, but not exceeding l/3'rd of the total number of 
directors on the board. For this purpose, nominees may be choser 
from amongst competent non-officials rather than officers from 
the cooperative department. 

3.31 In view of the requirements of such institutions, we 
recommend that as far as the total amount of share capital to be 
contributed is concerned, the amount may be upto Rs.25,000 on a 
matching basis in order to make up a minimum level of share 


capital of Rs.50,000 Per bank as ear.lv as r.n«s-?Mo 




£? 4 * /•> 
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3.35 In some states, the bylaws of urban cooperative banks si 
stipulate that out of profits earned by them, a certain oortion, 
generally not less than 25 oer cent, should b<~ appropriated to 
the statutory reserve fund every year. We would recommend that 
all urban coonerative banks, when they receive deposits on 
current account, should 'carry to the reserve fund at least l/ipth 
of their-net orofits till it equals the paid up share caoital 
and thereafter it may be.less. 

3*36 We would also commend the recommendation of the Report 
cn the Survey of Urban Cooperative Banks, 1957-53, that soecific 
provision in the bylaws of urban coonerative banks in a.l"I 
states should b^- made for creating a reserve for bad and 
doubtful debts and contributing to it every year. We would, 
however, suggest that, in order to maintain conf-dence, the 
provision for bad and doubtful debts need not be disclosed aau, as 
in institutions within the urview of the Banking Comoanies 
Act, should be made before arriving at net profits and not 
out of net roflts. The narrative in the income side in the 
orofit and loss account may read thus: 

"Income (less provision made during the.year for 
bad and doubtful debts and other usual or necessary 
orovisions). M 

3.37 Members of the urban cooperative banks may voluntarily 
agr-’p not to take any dividend for two or three years so that 
the resources may beincreased. Alternatively, they may agree 

-* t 

to convert their dividend as additional share caoital. In 
state partnered institutions, the state would not get any 
dividend on it Capital if no dividend is declared or if divi¬ 
dend is declared the amount may not be drawn and the institu¬ 
tion may be Permitted to utilise it for the reserves. 
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3.38 Deposits 

The table indicating the resources 'osition of urban co- 

O'o 'ative banks (table 3.2) reveals that deposits are the major 

source of working capital to such institutions. The percentage 

of denosits to working capital works out, on an average, at 

territories 

about 69« in the reoresentative states and union^ggg^i for which 
information is available and varies from 45 per cent in funjab to 
to 77 per cent in Orissa. 

3.39 The main object of urban coooerative banks being the 
nr emotion of thrift among members, efforts are primarily 
directed towards tapping their savings. The growing confidence 
of the public in these institutions has also enabled them to be 
the custodians of the savings of non-members. In Madras, for 
instance, deposits of non-members were Rs. 676.48 lakhs as com¬ 
pared to Rs.261.191 lakhs from members in 1961-62. 

3.40 Urban cooperative banks generally accept current deposits^ 
savings denosits and fixed deposits for different periods ranging 
from six months to about 3 years. Asanrule, fixed de:osits form 
the major portion of the total deposits collected by them, the 
percentage of savings deposits to the total deposits also being 
high .in a few states. With the increasing competition of co.nmer- 
cial bank's and different schemas for mopping up the savings of 

the Depole, more ■’intensive efforts will be required by urban eo- 

ooerativw. banks .tp&ttract deoosits. From ■ an .examination of the 

certain 

Practices followed by urban banks, we HPuxd make .the following 
suggestions in this regard:- 

(a) While it is only natural for individuals to become 
members of urban coooerative banks for availing themselves of 
credit facilities, efforts are necessary to oromote thrift among 
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them and attract large deposits from them. This requires a sus¬ 
tained camoaign to educate the members. They should be 
persuaded to avoid waste, cut down their expenditure on cere¬ 
monials etc. and contribute their savings to the coocerative; 

(b) several cooperative banks provide facilities of 
withdrawal of savingsAeoosits by cheque. There are also many 
soecial schemes in operation for mobilising savings in some 
banks. Urban cooperative banks should diversify the schemes 

t 

in order to attract deoosits and popularise them. In addition 

to accepting current deposits, savings deposits and fixed 

deposits for different periods, special savings schemeg^uch as 

home savings, safe deposits may be introduced. In the home 

savings deoosit.i scheme, the depositor is supplied with a small 

locked box or safe in which his small savings can be deposited. 

When the amount is sizable the depositor brings the safe to the 

urban cooperative bank and it is 'opened in his presence and the 

to 

aillections a^e crediied’ : his home savings deposit account. In 
Andhra Pradesh and Madras, certain banks have adopted a scheme 
for day deposits unddr which a member can deposit fixed sums of 
25 nP. or 50 nP or a rupee every day. The deoosits run for a 
definite oeriod and at the end of that period the total amount 
collected with interest on daily instalments is refunded to the 
member or adjusted towards loan due, if any. Urban cooperative 
banks may also accept provident fund deposits, security 
deoosits from the staff and recurring deoosits; 

(c) the attraction of business by urban cooperative 
banks defends to a certain extent on- the locality of its office 
and on its building. A good bu-'lding with modern arrangements 
for business activities e.g. well ventilated banking hall, good 
counter, seating arrangements, meeting hall, safe denosit vault 
etc. will go a long way to enhance the prestige of the institu¬ 
tion and promote confidence in its depositors. The stau« 
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-gov,eminents should- as. - far.. asp, possible, r ..b.qlp urban,. coqperatiye 
' banlcs'lnrsee^ingrlaM4IorKCQK^tru(^£te*;<s^ : pjpanding tfcei** 


buildings; 

(d) tiie depositors would naturally like to have the 
ra.axim.um return on their deposits ‘ Urban, cooperative banks, 


therefore, have to offer "competitive rates of interest on deposit" 
in addition to offering- ; su'ch facilities as commerei-alo banks 1 offer 
to their clients. Generally, the^rates‘Offered'by u 'UrbdnU'bdfllf‘S 
comcare'favourably"with tiics'e-o , ffdred‘' / fey ddMraerciai" banksi d#iere 
necessary, urbatf %t ? 6b^&tivp r 1xan$Ls ansty revise their interest 


r^es''tc'''bM'ng"t t Kfem ’on 'iT^vd’t'h the dhtWest rbfesUhaid by commer- 


’ clal' banks ; ' 

- : (e ; ) the closer’intimacy ah urban co'oberative bank ; has 

with its' members should enable it to. provide stich facilities '‘as 
’ may be ‘of convenience to then, for instance, some urban coopera¬ 
tive banks" open their office before and after the normal office 
hours to enable persons' to go to the bank at hours-'.which may- suit 
them. The Sarswat Coooerative Bank, Bombay, has setAside a 
special time for women members. In the Mercantile Cooperative 
Bank, Bombay, arrangements have -been made to receive valuables 


and cash in the safedepcsit vault during the night; 

Cf) we had,darlier mentioned the need for satisfying 
depositors that their deposits would be secure. The possibility 
of giving extra votes to depositors or representation to depo¬ 
sitors. on the boa-d of directors was examined in this connection. 
We would,however, reiterate that it would be more appropriate 
to make attempts to enroll depositors as members and give them, 
an equal voice in the management $ 

(g) We have also recommended that the state should 
participate in the sha~e capital of urban cooperative banks In 
exceptional cases and for limited periods. This would have the 
added advantage c.f inspiring confidence among de ositors in the 


initial stages; 
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(h) a scheme for insuring deposits with commercial banks 
has recently been introduced. It is understood that the govern¬ 
ment of Madras have a scheme for guaranteeing the denosits of 
district cooperative banks which has b-en very helpful. Urban 
coooerative banks, however, may be at a disadvantage vis-a-vis 
commercial banks. We recommend 'that the question of insuring 
or guaranteeing deposits of urban, cooperative banks may be con¬ 
sidered and necessary measures taken to eliminate competition 
with commercial banks; 

(i) well-run urban cooperative banks should be allowed 
to receive the investment of surplus funds of municipalities, 
local bodies, educational nnstitutionsite. and restrictions in 
this regaftijif any,should be removed; and 

(j) commercial banks are tedaydpening branches in 
almost all urban and semi urban areas including these areas 
where urban cooperative banks have dene pioneering work. Though 
a fair amount of competition cannot and should not be ruled out 
we would suggest that while considering permitting commercial 
banks terpen branches, the/aoacity of the urban cooperative bank 

m the area or its scope for development should be given due con¬ 
sideration. 

3.41 Borrowings 

The borrowings of urban cooo-rative banks from other 
financing agencies are almost negligible as compared to agricul¬ 
tural credit societies. Of the total resources, it appears that 
borrowings of urban banks from other financing agencies varies 
from about 23 oer cent in Punjab to a little less than one per 
cent in Orissa. Even in the case of the cooperatively advanced 
states of Madras and Maharashtra, the borrowing from financing 
agencies a^e of the order of 11 per cent ** u percent resoec _ 


lively of the tofcial resources. 
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3.42 The expansion of the activities of the urban cooperative 
banks will necessarily depend upon their ability to obtain loans 
and cash credits 'from other financing agencies. Every agency, 
however strong its financial resources, requires a balancing 
centre for the purpose of absorbing its surplus and coming to 
its rescue in time offieed. The cooperative movement in the 
country has developed a structure according to which the district 
cooperative bank is the financing agency for all primary coopera¬ 
tive institutions requiring short and medium term credit. Urban 
coooerative banks, by and large, at least in the cooperatively 

v 

developed states, are affiliated to the central financing agen¬ 
cies and look to it for support. In this respect, the following 
suggestions have been received by6s from certair^epresentatives 
of the cooperative movements 

(a) urban cooperative banks may be directly affiliated 
to the apex coooerative bank so that they may be able to borrow 
at a cheaper rate of interest; and 

(b) urban cooperative banks may be allowed to form 
their own apex cooperative banks, which would finance them, as 
the central financial agencies are preoccupied with the demands 
of primary agricultural credit societies. 

3.43 In this respect, we would support the majority view 
that, as a rule, urban coooerative banks should be affiliated to 
the central cooperative banks except in areas where the^e are 

no central cooperative banks, as In Bombay and Calcutta, where 
they may be directly linked with the apex banks. A certain 
amount of flexibility is, however, necessary due to the parti¬ 
cular conditions of a locality and it may be oermissible for 
an urban cooperative bank which may not get facilities from 
the district bank, and if it is oractica_ to be affiliated 
directly with the aoex cooperative bank. As a rule, however, 
the present disciplined cooperative banking structure should 
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net be distrub'-d and y urban coonerative banks should not be directly 
affiliated with the an ex banks. It is doubtful if it would be 
•ossible for the anex banks,in the first place, to deal with sc. 
many institutions directly and, in the second, to give cheaper 
credit than the central financing agencies as they would have to 
go in for additional arrangements for supervision etc. The ques¬ 
tion of a separate banking structure for urban cooperative banks 
also does not appear to be .Tactical or advisable at this stage 
of development. Under the accepted system, the surplus resources 
of the cooperative credit movement are available for grant of 
agricultural finance, thereby contributing to the develo ment 
of the rural economy of the country. The formation of one more 
agency for specifically catering to thc/equirements of urban co¬ 
operative.. banks will amount to diffusion of funds available for 
the cooperative movement and may also create a dearth of 
honorary and experienced workers to man the various institution* 

3.11 While recommending that urban cooperative banks should 
be affiliated to the central financing agencies, we would also 
recommend that the latter should -ecognise the claims of urban 
coonerative banks as legitimate demands on them and it should be 
ensured that such banks are given the occasional loans and over¬ 
drafts required, from time to time. For this o rpose, we would 
suggest that a special section should be created in the central 
financing agencies and the anex coonerative banks to safeguard 
the interests of the nen-agricultural credit ccoperativp&ector.. 
ancjrepresentation should be given to this sector in the board 
of directors. Such sections should also be specifically charged 
with the development of non-agricultural credit societies. 

credit 

3.15 In addition, as demand from the urban cooperative /sector 
together with demands of the agricultural sector as well as co- 
coerativrs of different types such as consumers cooperatives, 
labour contract and construction societies etc. increase, it will 
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bs 'necess :ry for the central financing agencies to be assisted 
for this purpose. The Reserve Bank of India or the State Bank 
of India or the Life Insurance Corporation mayo therefore, 
have to steo in and extend necessary credit facil’ties at rea¬ 
sonable rates of interest on such security as may be agreed ur-or 

3.46 We had, in this connection, discussions with the Deput; 
Governor of the Reserve Bank of India and the representatives 
of the State Bank of India and the Life Insurance Corporation. 
The group explained the circumstances under which urban coope¬ 
rative banks do net get adequate accommodation from the central 
cooperative financing agencies in times of need. The owned 
funds of thesq£entral financing agencias ar^heavily drawn upon 
by agricultural credit organisations which is also a real neces¬ 
sity. In these, circumstances, arrangements to meet the needs 

of the urban banks have to be made. The group, therefore, made 

a strong representation t- the Reserve Bank of India, the Skate 

Bank of India and the Life Insurance Orrecraticn and in the 

discussions they were inclined to agree that these requirements 

w oulcl 

must be met with and that they/certainly consider the manner 
and the method by whi ch the needs of the urban banks cc-uld be 
met. We recommend strongly that the credit/equirements of the 
urban banks should be met with by€$aaefiational organisations 
at reasonable rates of interest through the regular financing 
agencies. We would also recommend that the processes should 
be made as simple as possible. 

L04N OPRRATI'O'NS 

3.47 We have indicated in table No. 3 .2 the total resources 
at the disposal of the urban cooperative banks as on 30,6.1961 
and 30»6.1962 in respect of a few states. These resources in 
their enti rety were/fiot&vailabln for loan operations. In the 
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;x:.'so instance, a pari of the share capital collected by the bank 
should have been invested in the agencies r rora which they 
borrowed funds in the form of share caoital. Secondly, the statutory 
reserve funds of urban cooperative banks have, as a rule, to be invested 
outside their businecc Thirdly, the banks have to maintain fluid 
resources as cover for deposits raised by them. This indicates that 
only a portion of the resources of urban cooperative bonks is actually 
available for their loan operations. While it is not possible to 
indicate exactly what port of the resources of the urban cooperative 
banks as on 30.6.62 was actually available to them for advancing 
loans, it will be seen that the loans outstanding as due to the urban 
cooperative banks on 30.6.62 formed about 60 to 70 per cent of their 
resources as on that, date except in the case of Hajasthan. Details 
regarding loans advanced, loans outstanding and overdues are given 
in the table below : 

Treble 3.3 ? Loan operations of urban, cooperative banks 




1960-61 

(Rs. in b 

ikhs) 

State 

Working 

capital 

Advances 

Out¬ 

standings 

Overdues 

Madhya Pradesh 

76.7 2 

41.30 

50.54 

11.12 

Madras 

1068.57 

961.69 

818.93 

45.35 

Maharashtra 

2804,00 

2815.00 

1672.00 

133.00 

Orissa 

78.70 

38.50 

50.42 

14.89 

Punj ab 

' 27.43 

14.94 

19.23 

5.98 

Rajasthan 

18.92 

13,13 

8.51 

0.79 

Pondicherry 

12.19 

IS. 80 

8.69 

1.01 
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1961-62 (is. in lakhsj 


State 

Working 

capital 

Ad¬ 

vances 

Gut- 

stgs. 

Over- 

dues 

Madhya Pradesh 

: '6.G5 

54.07 

57.99 

11.15 

Madras 

1257.35 

995.68 

308.00 

35.11 

Maharashtra 

3145.00 

3365.00 

1939.00 

126.00 

Orissa 

83.62 

46.93 

53.23 

15.00 

Punjab 

29 • 6^ 

19.55 

19.90 

6.50 

Rajasthan 

20.92 

13.05 

9.13 

1.06; 

Pondicherry 

10.'51 

17.30 

3.17 

0.43 


3.48 Loaning operations of urban cooperative banks consist cf 
granting fixed loans or cash credit loans to their cambers 
against the security of mortgage of unencumbered immovable prc- 
r.erty or on the surety of cnpor more persons who are alsomembers 
c-r on the pledge c.f agri cultural produce, mercantile or indus¬ 
trial goods, gold and si.lver ornaments, government and semi govern¬ 
ment securities or on the security of fixed dep sits and 
insurance policies 

3.4-9 Generally, the following ourooses are considered 
eligible for grant of loans by urban cooperative banks; 

1. Purchase of seeds, manure or agricultural implements 
0 and ether cultivation exoensesj 

2. Purchase of catHe end fodder; 

3. Manufacture or purchase of country carts; 

4. Payment of landrevenue; 

5. Improvement and purchase of land; 

6. Sir Iding c-rrepairing c.f dwelling houses or cattle 
sh eds. 

7. Purchase, c f imolements or materials required by 
the artisans for their -'ndustry 
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8. petty trade and industry; 

9. Payment of or:’ or dues; 

10. Purchase of foodgrains and other necessaries of life; 

11. Ceremonial expenses; 

12. Educational expenses; 

13- Purchase of National Savings Certificates and national 
plan bonds marketable sscuritixsbtc; 

14. Payment of insurance premium; 

15. Hedical expenses; 

16- Housing. 


SO Ir, will be noticed that some of the above purposes relate to 
agricultural production. This may be due to the fact that in 
seme states, like Madras and Kerala, certain urban - cooperative 
banks have extended their area of operation to villages around 
their headquarters th'ou-gh situated in urban and serai- urban 
ar*as. It may also be partly due to the fact that membership 
of these banks includes these cultivators who reside in urban 
areas. Partly, this is a result of the same bylaws being 
used for r>rimary agricultural credit cooperatives as also 
for cooperatives in the; non-agricultural credit sector. Where 
necessary,byslaws should be amended to provide for the require¬ 
ments of urban and semi urban areas e.g, small scale industries 
and housing etc. 

3.51 The bylaws of the urban cooperative banks usually con¬ 
tain a provj sion to the effect that no member should, at any time 
bo indebted to it by way of principal tc. the extent of more 
than, a specified amount cn personal security or c-n the mortgage 
of unencumbered immovable property. Subject to the maximum 
limit fixed for an individual member's borrowings from the 
urban bank, the member’s borrowings are generally linked 




eligible for loan against personal security uptc five to ten 
times the share capital paid by him and for a loan against th 
mortgage of immovable property upto 10 to 2C t'mes the share 
capital paid by him. If a member is a salary earner he i.s 
generally eligible for a loan not exceeding about four times 
the salary. 

3.52 The advantages of cash credit loans tc members of 
urban cooperative banks and particularly to the small mer¬ 
chants, traders, 'artisans, industrialists or businessmen, 
need no emphasis. The cash credit limit is sanctioned tc a 
member with due regard to his status, securities offered by h 
him .and his specific requirements. The bylaws specify the 
limit upto which a member can be accommodated by way of 

cash credit. The cash credit is given for a year and 
application has to be made in time for renewing the cash 
credit limit. The limit of cash credit and the security 
therefore,are expected to be examined every year and 
revised if necessary. 

3.53 The bylaws specify the rate of interest that can 
be charged ner annum both cn fixed loans and on cash 
credits. The average lending ■’.'■ate is normally about 7 per 
cent though it may vary from 6 to 8 oer cent. This is 
dependent uocn the average borrowing rate which can vary 
from 3 to 4 per cent. The instalments, the period of the 
loans and other terms and conditions are decided by the 
board of directors subject to trie approval of the 
Registrar .f Co-operative Societies. 

3.54 In the case of mortgage loans, urban banks are 
required to obtain ’no encumberance* certi ficates for a 
period if not less than 12 years before accepting the 
securities. Annual revaluation of immovable Properties 
which are accented as securities has to be done and in. 
the case of any depreciation in value the parties are 
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required tc furnish addi ticnaL security or repay the loan to 
the necessary extent so that the balance of the loan will not 
be more than the prescribed ,ercentage of the value of the 
security. 

3*55 The maximum Period for which loans are advanced by 
urban ccoperative banks is generally three years. However, 
with the ::.errai.ssicrj^f the Registrar of Cooperative Societies 
they can advance loans for periods exceeding 3 years but 
usually not exceeding five years. The questions of increas¬ 
ing the maximum period >_f loans of urban cc ope rat xv e banks 
was examined by the Committee on Cooperation in Madras in 
1955 - 56 . The Committee observed that there were two aspects 
tc this questions viz. (a) whether the urban banks have 
resources to issue such long term leans and (b) whether it 
is necess ry for them to issue loans for long Periods. The 
Committed pointed out that deoc-sits of urban banks should 
be usually forteriods upto thryp yy.'’3 and generally urban 
banks do not command substantial longterm advances which 
could be utilized as loans for periods exceeding five years. 
The Committee added that loans for such long periods are 
said to be necessary for Purchase and construction of 
dwelling hc.us-'S and. for enabling arsons with a meagre 
reoaying capacity tc, borrow from urban cooperative banks. 

In this resnect, their views were as follows: 

"Sc far as constructs.onof new he.uses is concerned^ 
the members can avail themselves of the facilities 
offered by cooperative building societies and they 
exist in almost all urban and semi urban areas. 
Generally speaking, members of urban banks are 
small traders, artisans, professional classes, 
etc.'and they should be able to repay the loan in 
instalments from the income realized by them out 
of the use to which the loan has been out unless 
it be for other than productive purposes. It is 
not desirable tc encourage loans for the latter 
purposes. Nor can the urban banks advance loans 
for heavy capital expenditure as they are intended 
normally to supply only working capital for small 
industrialists, artisans etc. 
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We consider, therefore, that urban banks should not 
normally lend for periods exceeding five years. 

When however the surplus long term resources of sub¬ 
urban bank justify the grant cf such loans, it can 
move the Registrar to address Government for the 
relaxation of the relevant rule." 

We feel that the views cf this committee are sound in 
the oresent context and may be observed. 

3»56 Loans being based on the security which the borrower can 
offer, the banks do not by and large take interest in the genuine¬ 
ness of th® Purpose for which loans are nor do. they take 

steos to ensure that the loans are used for the stated purpose. 
This Practice does not only lead to utilisation cf the loans 
for unproductive purposes thereby blocking up funds in the form 
cf cverdues, but also vitiates the cooperative principles of 
thrift. We would, therefore, suggest that urban cooperative 
banks should go into the purposes for \vhich the loans are 
required and scrutinise their genuineness and, where possible, 
help the member to reduce his borrowings. For this task, it may 
be advisable to constitute a committee of members who could come 
from different areas or constituencies and may have more 
personal knowledge of the borrowing members and be able to 
enquire into the reasons for borrowings tactfully and discreetly. 
This may b^ embarrassing for members of the board of directors. 
With the nermissionof the member, the society may also consider 
paying directly the creditors cf the member for which the amount 
is required, i.e. to the trader, to the doctor for medical 
expenses, to the money lender for old debts, etc. as far as 
cractio 1. 

3.57 We would also make a plea that the lending policy cf 
urban banks should be m re imaginative and in keeping with the 
general programmes for economic development. In other words, 
it should be production-oriented and related to the *"e paying 
capacity of the borrower rather than the security. In this con¬ 
nection, attention may be drawn to the survey of urban cooperative 



banks conductedin 1957-58 by the Reserve Bank of India with the 
main object of assessing the .role of urban banks in the financ¬ 
ing of small scale industries. It was found from the ourocse- 

wsse analysis of advancesgranted in 1957-58 that only in the 

♦ 

states of Bombay, Kerala, Madras, Mysore, Punjab, West Bengal 
and Delhi urban cooperative banks granted advances for indus¬ 
trial purposes. Outstanding advances as at the end of 1957-58 
under 1 industry’ were also reported by the urban banks in the 
above mentioned states only. Theirorooertion to the total out¬ 
standing advances being 20.80 oer cent in West Bengal, as 
compared to 3*4 oer cent in Bombay and Madras and 1.5 oer cent 
in Punjab and Delhi. Outstanding advances for industrial 
purposes in Kerala and Mysore formed less than one per cent of 
the total outstanding advances. The porporticn for all India 
worked cut to 2.9°>. The industries tc which urban banks had 
granted advances were'minor engineering ’and ’chemicals' in 
Bombay, Madras and West Bengal and hand loom weaving in Bombay, 
Kerala and Madras. In Bombay," urban banks had granted sizable 
advances in 1957-58 to miner engineering concerns, the average 
amount oer bank being Rs.51,000. 

3.58 We do net have any dependable data regarding the pre¬ 
sent position but we not have reasons to exoect that it has 
improved though the role of urban cooperative banks in finac- 
ing individual members engaged ins small scale industries has 
been examined by various committees. The Coamitt-e on Coopera¬ 
tion in Madras, 1939-40, observed that "There is a feeling that 
urban banks have net done much to encourage handicrafts and 
cottage industries. While we realize that the existence of 
urban banks should not stand in the/ray of societies formed for 
se arate interests such as societies for crafts, arts and small 
scale or cottage industries, we consider th t where there are 
no such separate organisations, urban banks should be entrusted 
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T'T'th the duties c.f organ:sing and financing, with c*fltion, artisan 
classes and craftsmen as well afe persons employed£n a small scale 
in other industrial occupations in order to save them from explo-l _ 
tat5on by middlemen and moneylenders and to promote th§ir economic 
Interests and standard cf living.” 


3*59 The Cooperative Planning Committee, 1946, state that 
occ nerat? ve ur*ban bank, by establishing personal aid intimate 
relationship with the recnle like carpenters, blacksmiths, 
mechanics etc. who required credit for setting up their v.wn bu 
ness in small workshops, qualified as the most suitable agenci 


X/ 


for meeting their credit needs. 

3.60 A certain amount- c f calculated risk may have to be 
taken by urban cooperative banks in exnaiding their lean opera¬ 
tions for industrial purposes based on repaying capacity 
rather than security. In this connection, we may invite atten¬ 
tion tc the scheme frr guaranteeing bank loans tc small scale 
industries which has come into force from July 1, I960, and 
which covers loans made by licensed scheduled banks and banks 
whi ch do' net require licence as well as state coc.;?rative banks 
and state finance al corporations in select 'd districts. Banks 
ether than these selected abeve may also avail of the guarantee 
facil'ties in respect of loans in which a selected bank parti¬ 
cipates to the extent c.f not lees than 2% of the loan amount. 


If loans made by urban cooperative bonks are to be brought 
within the scope of this scheme, either the state cooperative 
bank or the State Bank of India will have to participate in 
the loans tc the required extent. This would depend uoon the 
possibility of linking the urban banks with the state coopera¬ 
tive banks of* the State Bank of India which recuir s careful 
consideration. In the absence of the^cheme having beenavailed 
of by urban banks tc an aoor°ciablpfoctent it is difficult ti 
say how far it will be of advantage to them. However, state 
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-vernments sh-uld select certain urban cooperative banks and 


scheme on a edict basis 


/it may also b 
advante re ou°. 


3,61 /fhe sub committee set :ur> by the Small Scale Industries 
|'v. a’d in 1956 and the Small Scale industries Board au its 9th 
meeting held in 1957 also examined a scheme for channeling 
government loans for small scale industries through urban co— 
or er arm .vs banks. The scheme has recently been reconsidered by 

v 

tl c Second Working Grouo on Industrial Cooperatives and their 
■r’pcommendatiens in this regard are given below:- 


channel gover 
loans t r. s m 1 
scale inductr 
through urban 
cooperative b 
The quest-ir 
considered 


"The scheme for utilizing the services of urban, 
cooperative banks be reconsidered and a revised 
scheme .worked out for utilising the agency c-f 
new or existing/irban ccorerative banks for industrial 
loans on a oilct scale. Ur-tc six such banks may be' 
selected/organised in each state in towns which 
have not got facilities of industrial c. operative banks 
■of mixed tyoel A bank selected under the schene 
should have a minimumpaid uo capital of Rs.50,000 » 
government shcuic/assi st those banks whose capital is 
below this figure by meeting the diiference by share 
participation. The guarantee referred to in para¬ 
graph 126 should be extended tc these banks. They 
should be given managerial grants by the Government 
to enable th^m to appoint a special deouty manager, 
an accountant-and an ’nsneetcr/industr-.al wc-rk. When 
it/s - ntended to assist them with government funds 
these should be made available through central 


financing agencies and not directly. 'The latter 
should make the required funds available to them at a 
rate not higher than the Reserve Bank cf India rate 
viz. Lc-ans should be made ■ available by those 

banks to their member £ at a rate ci interest not much 
«bove that charged by the State Bank of India x.e. at 
about 61%. a subsidy of 3 to 3j% be paid by_govern-’ 
ment on funds advanced by the central financing agen¬ 
cies to urban banks for industrial purooses. Where 


the margin of 2p or sc- available tc urban banks is 
found to b-- inadequate, the central financing agen¬ 
cies may consider the granting of a more favourable 
rate than or the urban ecc perative6..snks may be 
permitted to charge a somewhat higher rate of int--. 
rest tc the borrowing units. In areas where selection 
cannot be made out cf the4xi.sting urban cooperative 
banks, new banks may be organised for the purpose. 

The -esults of the edict exoeriment may be reviewed at 


the end of 3 years." ** 


/for 


g ■..the Summary of Recommendations of the Report cf the Second 
•Jerking Grc-un on Industrial Cooperatives* . 
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3.62 4s at sent, the scheme has not been implemented 
in the states. We would recommend th t early act5.cn 
should be taken tc implement the scheme tn a Pilot basis 

sc that furthe^extensicn may be considered. 

3.63 Urban cooperative banks should alsc adopt a 
suff? ciently diversified loanin ', system. suiting the 
needs c f different categories of members. While locals 

t.- small industries and small enterpreneurs represents 
an important l’.ne of future development, there is a 
further variety of leaning facilities which may be . 
developed e.g. loans upto limited amounts on personal 
sureties, larger leans on the mortgage of house and 

other real property, on the security of gold and orna¬ 
ments and negotiable instruments like government securi¬ 
ties, land mortgage bank debentures and life insurance 
pclicies. Wh’le the demands on the banks are bound tc. 
be mainly for consumption purposes and family needs, 
■increasing emphasis may be laid on loans connected 
with purposes which Promote the economic efficiency 
and well be^ng c-f the members, e.g. education, technical 
training, acquiring of durable consumer goods and busi¬ 


ness activit i es 



LONG TFRM LOiSNS 


3.64 For the provision of long tern loans, the state of 
Madras has organised a separate structure consisting of a central 
cooperative house mortgage bank with primary house mortgage banks 
affiliated to it. 

3.65 The history of the organisation of the central house 
mortgage bank is that, consequent on the nationalisation of life 
insurance in 1956, the South India Cooperative Insurance Society, 
which was providing long term crddit to the then existing five 
primary cooperative house mortgage banks in the state, could not 
continue to do s'oj The state government therefore accepted the 
proposals of the Registrar of Cooperative Societies-, Madras, to 
set up a central cooperative house mortgage bank for financing 
the existing primary house mortgage banks and the 20 primary 
house mortgage banks proposed to be newly organised in important 
municipal towns in the state. 

3.66 At the instance of the state government, the Life 
Insurance Corporation agreed to grunt a loan of Rs.20 lakhs to the 
bank at 5 per cent interest and repayable in . 20 years, it 
subsequently sanctioned a further loan of Rs. 40 lakhs repayable 

in 15 years at 6 per cent.interest. The LIC stipulated, among 
other things, the following conditions for the grant of loans 

(a) the loan will carry interest at 2 per cent 
per annum 'above the ; bank rate ruling at the 
time of drawing each instalment of loan 
subject to a minimum of 6 per cent; 

(b) the loan should be guaranteed by the government 
both as to principal and interest; 

(c) the fire and other general insurance of aL 1 
properties mortgaged to the primary house 
mortgage banks, whicn constitute the ; security 

for loans advanced by them as well as by the [_ central bauk 
Corporation shall be placed with the Oriental out of the 
Fire and General Insurance Co. Ltd. including loans advanced 
renewal of the existing insurances on their by the 
expiry ; 

(d) the minimum instalment of the loan to b© 
drawn at any one time by the. central bank, will 
be Rs. 5 lakhs; and 
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(e) the bank shall give one month's notice for drawing of 

any instalment of loan* which notice may be waived only at 
the option of.the LIC. 


5,67 Io>ans are granted to affiliated primary house mortgage 
banks on the eqmitable mortgage of the mortgage deeds and the titled 
deeds relating to the properties taken by them from their members 
as security for the loans. The maximum period of repayment of loans 
is 15 years. The lending rate of the bank is now 7-g- per cent* 

* 6‘ Including the fivs\ old primary houde mortgage ba’nks, 
baere are at present 31 primary house mortgage banks in the state. 

.nioy are all affiliated with the central house mortgage bank. Besides, 
borrowing funds from the central house mortgage bank, the primary 
aouse mortgage banks may receive fixed deposits for periods 
oa less than five years. None of the new primary banks has so far 


T sed fixed deposits. The primary banks give loans for the 
following purposes:- 

(a) redemption of mortgages of houses;- 

(b) additions and improvements or alterations to existing 
houses which are to add to their value; 

( c; liquidation of prior debts which, iry6he 

opinion of the board of directors, cannot be cleared 


except with the help of a long' term loam 

d) L 

4) construction of new houses. 


/purchase of a house 
in special case? /hare 
such ourchases vv 1.1 be 


The individual maximum borrowing limit is normally Rs. 5,000 


of advantage to the 
borrower or of ddi 


m the new primary banks and may g0 up to Rs.7,500 at present. 


tional utility t -> an 
existing house 


Subject to this maximum a member is eligible for a loan not 


belonging to hi end 


exceeding 10 times his share capital. The loans are given bn the 
security 0 f houses upto 30 per cent of the estimated market value 
aereof. The rate of interest charged on the loan is now 3 per 
cent. The maximum period of repayment of loans in the new primary 
oanks is 15 years. 


^-,63 The need for long term loans for .such purposes as those 
- vod by the primary house mortgage banks in the state of 

cannot be denied. We were however informed that several 
o- the banks were finding it difficult to work at a profit, 



their business being limited, 

/partly as building is held up due to difficulty in obtaining 
sites or building materials and, partly, because the rate of 
interest is considered high, 

3*70 While it would bo desirable that other states should 

also make similar arrangements for meeting requirements of long 
term loans in urban and serai-urban areas, .ie would suggest 
that. # the'urban cooperative banks may open-a separate section for 
. giving long term loans on the security of houses rather than 
creating a separate structure for the purpose, where there is 
a demand for such loans. This would help in keeping down costs. 

5.71 in order to raise long term resources, it would bfe 
necessary to obtain long term deposits. In addition, the house 
mortgage banks in Madras, and similar institutions when set up 
in other states, will require to receive finances from outside. 

T ne LIC may therefore continue to give loans to such institutions 
on agreed conditions. It may be eram-ined if the rate of interest 
could be more favourable, 

banking facilities aid other activities 

5.72 Apart from advancing loans to their members, most urban 
cooperative banks provide them with various other banking 
facilities. Several provide the facility of withdrawal of 
deposits by cheques and arrange for the remittance of funds 

from one centre to another. Some urban cooperative banks 

collect money due to their customers such as pay and pensions 

of servants of government and local bodies and undertake 

regular payment of insurance premia, subscriptions, rent and 
periodical 

ooher/:payments and the safe custody of securities, jewels and 
oiler valuables of members as wil as non-members. Certain 
urban bunks discount bills and hundis and e few run chit funds. 
Efforts are necessary on the part of the urban cooperative banks 
vo diversify their activities and to develop their business 
on the above lines to the extent possible without undue risk. 

10 if is understood that at present only commercial 

banks are licensed to deal in foreign exchange. Urban 
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cooperative banks have not been permitted to undertake foreign 
exchange business, Certain urban cooperative banks are however 
catering to the financial requirements•of small traders and artisans 
who are members of the mercantile community and it is therefore 
essential for them to make complete banking facilities available 
to such members including making arrangements for foreign exchange 
requirements. Some banks are already doing this through the agency 
of commercial banks but they do not get any benefit in this respect 
and the clients of urban cooperative banks are required to pay double 
coraissiom It is therefore recommended that the Reserve Bank 
of India after proper scrutiny, may also either give licences to 
suitable urban cooperative banks to deal in foreign exchange or 
allow commercial banks to share the commission with urban 
cooperative banks so that their clients of the latter are.not put 
to disadvantage* 

5.74 Duo to the abnormal situation which prevailed during 

the second world war, such as the shortage of essential goods, some 
urban cooperative banks also took up non-credit activities such 
as the purchase and distribution of controlled commodities and other 
essential articles for members and non-members. Such activities 
arc undertaken at present by only very few urban' cooperative banks.' 
The combination of trading and banking is generally not conducive 
to the financial stability of urban banks and should be 
discouraged. 

CASH IN HAND, BALANCES WITH OTHER BANKS. INVESTMENTS ETC . 

5.75 The proportion of cash balances of urban cooperative 
hanks to their working capital varies considerably from state 
to state. The Registrar- of Cooperative Societies in each state 

is empowered to fix the maximum limits upto which urban cooperative 
banks can keep cash in hand or deposit the cash with other . 
banks. There is need to prescribe uniform standards in this 
regard and enforce them strictly in the case of all urban 
cooperative banks. It is also necessary to make proper arrange 
monte for the safe custody of cash. 


3.76 Besides utilisation of the available 
giving various typos of advances to members and 
ot them as cash balances,urban cooperative banks 


resources for 


keeping a part 
generally 


invest a part of their resources in government and other 
trustee securities and in fixed deposits with ether banks. 


cost of the urban cooperative banks also have other assets 


such as Land and buildings. The beard of directors of an 
'urban cooperative bank has the power to decide the mode of 
investment of surplus funds subject to the approval of the 
Registrar of Cooperative Societies, The object of this 
approval is to ensure that funds of the urban cooperative 
oarik are safe and are not invested in speculative securities. 
The question of investment of surplus funds of urban 
cooperative banks has been examined on several occasions, 

3.77 The Joint Reorganisation Report on the Cooperative 

Me rement in Bombay submitted by the Bhansali Mehta Committee 
in October 1937 recommended that all societies which obtain 
dny portion of their working capital by deposits should 
invast their entire reserve fund- or an amount eoual to deposit 
liabilities, whichever be less, under investments permitted 
nndesr Section 20 of the Indian Trusts Act, except that no 
in/oistment should be in immovable property without the prior 
sanation of the Registrar, The'Cooperative Planning Committee, 
1946, observed that urban banks with a paid up capital and 
reserve of Rs, 50,000 and over and with ten years’ standing 
should be allowed to invest upto 40 per cent of their surplus 
funds in such manner as their boards mayuna&raously determine. 
One of the members of -this committee, the late Dewan Bahadur 
H. L. Kaji, however, in his minute of dissent, stated that 
’’the directors- of such bigger societies are usably more 
conversant with the money market and would be better guides 
than the Registrar, even with a' Financial Adviser, who 
cannot be expe-cted necessarily to be a financial expert. " 
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He felt that "the control as it operates today hampers freedom in 


the investment of funds and must be relaxed." As against this, 
fhri tlddin Hasan, the then Registrar of Cooperative Societies, 

United Provinces and Shri M.R, Bhide, the then Registrar of 
Cooperative Societies, Punjab, in their joint minute of dissent 
pointed out that the recommendation of the Cooperative Planning 
Oru-isittee that urban banks should be permitted to invest a certain 
percentage of their surplus funds in such manner as their boards may 
unanimously determine, was in their view one of the most reactionary 
recommendations of the Committee. They opposed it for the following 
two important reasons:- 

"(].) Management of urban banks particularly in Bombay is 

largely in the bands of persons who are also connected 
with joint stock concerns - there is a serious 
danger of funds of societies being used in joint stock 
concerns whose stability is doubtful ...... 

(2) Urban banks have prospered as well as they have done, 
partly because of efficient management but largely 
because of the large scale concessions given to them 
by the state in the form of exemption from income' tax, 
registration fees etc. The state, therefore, has a 
right to ask thesebanks to use their surplus funds 
for agricultural finance. Every effort should, therefore, 
be made to keep the cooperative structure as one unit 
and urban banks should not be permitted, to invest their 
surplus funds in joint stock and similar concerns 
when the demand for funds for agricultural finance 
remains unsatisfied. The existing restrictions in regard 
to investment of surplus funds of urban banks should 
therefore remain and the relaxation proposed by the 
Committee should not be made ." 

5.73 The Committee of Direction of the All India Rural 

Credit Survey, 1954, endorsed the following recommendations 

of the Fifteenth Registrars Conference, 1947: 

. the surplus funds of urban banks should 

ordinarily be invested in provincial (state) 
and central cooperative banks to enable them 
to finance cooperative societies. Where 

such investment is not necessary, . urban 

banks may be empowered to invest 15 per cent 
of their surplus funds, after providing for 
fluid resources, in such manner as their 
boards may unanimously decide and in accordance 
with such terms as the Provincial Governmei t 
may lay down. " 

jo not. feel that the present conditions would justify 
reconsideration of the issue. 
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STAFF 

6,73 An adequate and efficient staff is essential to the 

proper functioning of urban cooperative banks. It was suggested 
in some quarters that there should be a cadre of employees for 
urban cooperative banks and other cooperative banking institutions. 
This question has been examined recently by the Committee on 
Cooperative Administration and we would endorse their views i.e, 

"In many states, in the present stage of development of the 
movement, the number of institutions that will be served by a 
particular cadre, the uneven sise and business of the 
institutions and the uncertainty of the boards of such 
institutions bajlnghattracted to the idea of a cadre, it may be 
premature to think in terns of cadres of personnel to cater 
to different types of institutions such as central financing 
agencies, primary marketing societies, primary land mortgage 
banks etc." 

3.30 In order to ensure, however, that cooperative 

institutions are manned by qualified persons and also to provide 
some security and permanence of service to their employees, the 
Registrar of Cooperative Societies, in consultation with the 
apex cooperative bank, may prescribe minimum qualifications that 
should bo satisfied by the staff of urban cooperative banks and 
these and other service conditions should be laid down. 

3.81 The Committee on Cooperative Training organises 
courses in cooperative banking. The managers of urban 
cooperative banks should take advantage of these courses. 

The courses held by the Indian Institute of Banking may also 
be availed of. ' n-u, f^I bh, : f - . •• ' 

-• • ,;UO; • r < ' -y - !' ir . - • . 

INSPECTION, SUPERVISION MD AUDIT 

3.82 One of the recognised ways of keeping the 
cooperative banking structure in sound health is to have 

a well planned programme of inspection of its, different units. 
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Koweve”, in the ease of urban cooperative banks, inspection is 
conspicuous by its absence. The main objectives underlying 
.inspection should be : 

a) to ensure that provisions of cooperative acts and 
rules are properly observed^ 

b) to see/hat directives of the manngeraent -are 

curriea out; 

c) to inculcate discipline among the members of-'the 
staff and thereby infuse a sense of responsibility, integrity and 
•' re to the whole organisation; 

d) to ensure the maximum security to the depositors, 
the members and the staff; and 

e) to guide the management regarding the development of 
business on .sound lines, 

t.E.3 Inspection should therefore be undertaken at--regular 

intervals. Normally, the responsibility of arranging for inspection 
rrouxd be of the apex/central cooperative banks. In any'-veas-e, 
whether the;"' apex/central cooperative banks or the department is 
entrusted with inspections in any state, the machinery should 1 i-be 
strengthened,if required, and it should be ensured that periodical, 

. ffective and educative inspection is carried out. 
f.34 The central cooperative banks are the proper agencies 

to exercise supervision over primary credit societies including 
urban cooperative banks and where the responsibility of 
nupervision:iB not with the central financing agencies thqre 'should 
be a' phased programme for transferring the rosponsibility-ta. 
then. Whether the supervision is with the cooperative depa_ .ent 
or has been transferred to the central cooperative banks, 
systematic arrangements for continuous and effective supervision 
must be made. The Comnitt.ee on Cooperative Administration 

i 

xt. 3 recommended that while finalising the norm for appointment 
->f supervisory staff, one supervisor/inspector should be 
provided for every 15 employees credit societies and urban- 
tanks. This recommendation may be given effect to. 
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3.85 We feel that the greatest emphasis should be given 

to timely and thorough audit of such institutions. With regard 

to audit attention may be drawn to the recommendation of the 

Oommittee on Cooperative Administration that a senior auditor 

for every 25 employees credit societies and urban banks should 

be provided for when fixing the standards for appointment of 

audit staff. The audit of bigger institutions may be entrusted 

to professional auditors. For this purpose a panel of chartered 

from 

accountants may bo approved by government Jikzffi: Which appointment 

f 

nay be made with the approval of the Registrar of Cooperative 
Societies. As already suggested, it should be ensured that audit 
is completed so as to enable urban cooperative banks to hold 
general body meeting's within 3 months of the close ;■ 
of the cooperative year. In -large institutions concurrent 
audit is necessary. 
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Chapter IV 

EMPLOYEES COOPERATIVE CREDIT SOCIETIES 

ROLE 

4.1 The need for cooperative credit societies among salaried 
classes and particularly in the lower income groups cannot be over 
emphasised* Both the Pay Commission, 1957-59, and the Staff 
Welfare Review Committee set up by +he Ministry of Home Affairs 
recognised the need as a real one. The Staff Welfare Review 
Committee observed that "Due to various reasons the incidence of 
indebtedness among- Government employees belonging to the lower 
income groups seems to be fairly high. Apart from being indebted 
to the cooperative societies, some of the employees, due to 
-circumstances beyond their control, are compelled to borrow from 
outside sources on stringent terms and conditions and at 
unconscionable rates of interest. If staff welfare measures are 
to be really effective it is necessary that such employees should 
hi saved from the clutches of unscrupulous creditors by providing 
alternative sources of credit. There can he no better alternative 
source than a cooperative society offering credit at the lowest 
possible cost.” Recently the Study Group on Cooperatives un’er 
Railways and Posts and Telegraphs Department pointed out that 
’’Government employees particularly in the lower income group 
constitute a more vulnerable section than is generally 
recognised. The vast majority of the Government employees do not 
have any accumulated savings and are compelled to borrow from 
time to time. Any private money lender who lends money to a 
government employee will normally take into consideration the 
risks involved in such lendings, namely, the unsecured nature of 
the debt and the existence of various restrictions regarding 
attachment of salary in case o r default etc. To cover these 
risks he usually charges exorbitant rates of interest.” This is 


equally true of employees both in private and public sector 
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undertakings, in offices as well as in factory areas. Though there 
LS no reliable estimate of the extent of indebtedness in urban or 
sari -urban areas, we may quote the instance of a samole survey 
conducted by the Welfare Personnel Training Institute in Bhuli in 
the Bnuii township and village in 1959 which revealed the magnitude 
of indebtedness amongst the colliery workers. The average amount 
of ieht per indebted family was estimated at Rs.244 which was 
equivalent to an average of 2-g- months earnings of a worker. Loans 
/ore mainly obtained from professional money lenders and. shop¬ 
keepers at rates of interest ranging from 5 to 25 per cent per 
month. Only 12 per cent of the loans were for productive purposes 
such as building and. repairing of houses, purchase of livestock, 
agriculture, or acquisition of property. The remaining 88 per 
c eil were for unproductive purposes, e,g., household maintenance, 
marriages, sickness, etc, 

‘-,2 While it is possible for such employees to make use of the 
facilities of urban cooperative banks, employees cooperative credit 
societies afford a much simpler and more convenient form of 
organisation for thorn. Such a. society can be organised within 
she institution where the persons are employed, members have a 
fair degree of acquaintance with each other’s character, needs 'to 
and financial position and the repayment of loans is ensured 
through deductions from pay bills,. Such societies have the added 
advantage of encouraging the habits of thrift and saving amongst 
employees which can help them to tide over their difficulties as 
-.-oil as constitute savings available to them at the time of 
retirement, As salary earners or employees societies and .factory 
workers societies are similar in organisation and working they have 
;:e;n dealt with together in this Chapter, 

C OVERAGE 

r.d A large number of well-run employees cooperative credit 
■societies have sprung up trth in the public and private sector 
organisations as an answer to a felt need. However we have again 
no consolidated and dependable data regarding the number and 
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working of employees cooperative credit societies in the country, 
The information as far as is available from the states is given 
below. As all states do not use the same definition for 
employees cooperative credit societies 'he information may not 
bo accurate in respect of all states* For instance, in some 
states, data regarding thrift and credit societies of employees 
as well as of factory workers has been compiled together. In 
other states, data regarding the societies of factory workers has 
been shown along with other types of non-agric>l f urnl credit 
cooperatives. Figures relating to them are therefore not given 
an the Table below. In some states, all types of non-agricultural 
credit cooperatives, except perhaps urban cooperative banks, have- 
been included in the figures. Subject to these limitations, 
the information from certain states regarding employees 
cooperative credit societies is as below:- 

T'r.blo 4,1:- Number and membership of employees cooperative credi t 
societies . 

1960-61 1961-62 


■ 

No, of Member- 

societies ship 

No. of 
societies 

Membership 

Bihar 

202 

01,000 

202 

93,000 

Madhya Pradesh 

208 

17,000 

212 

19,000 

Madras 

602 

3,07000 

675 

3,29,000 

Maharashtra 

1116 

3,48,000 

1199 

4,46,000 

Orissa 

114 

20,000 

133 

17,000 

Punjab 

335 

60,000 

273 

62,000 

Rajasthan 

226 

30,000 

269 

34,000 

Uttar Pradesh 

1027 

2,28,000 

1057 

2,32,000 

? ondicherry 

6 

500 

7 

600 

1' ripura 

6 

£65 

6 

sm 

a.4 The progress of 

the organisation and e 

xpansion of such 

societies varies in the 

states, and 

is to some 

extent related t> 

the- number and 

size- of 

employing organisations 

. A large number 

of societies he 

‘.ve come • 

up in Maharashtra, Uttar Pradesh and 

Madras. The number of 

employees org- 

nised in 

such cooperatives 

i n Mn b n ra s ht r-a 

is over - 

4 Lakhs, in M 

adras over 

5 lakhs >nd in 
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HYP. over 2 Lakhs. In.other states, however, it is considerably 
lower. Large states such as Orissa and Madhya Pradesh accounted 
for under 20,000 members each. 

1.5 It is difficult to make an assessment of the percentage 
of salaried classes covered by employees cooperative credit 
societies. The central government employs approximately 2dT 
lakhs persons. The Railways alone employ more than 54$ of the 
total civil staff under the central government and nearly 
57,4 oor cent of this staff is covered by employees cooperative 
credit societies. Special efforts by this department have 
however been made for the development of cooperatives amongst 
its employees and this percentage would not be reflected in other 
departments. The state governments employ approximately 17 lakhs 
employees. Data regarding the number of employees in the private 
sector, i.e., commercial undertakings, factories, municipalities 
and local bodies, schools, universities, hospitals, etc., is not 
available. It would be larger than that employed by the central 
and state governments. Obviously, considerable efforts will 
have to bo made to cover an adequate percentage of employees 
within the next few years. 

4.6 The Cooperative Planning Committee appointed by + he 
government of India on the recommendation of the FourteertSf.Mgt*- 
trars 1 Conference in 1945 had suggested that all offices employing 
50 persons or more and every mill or factory should organise 
employees cooperative credit societies for providing the credit 
needs of its workers and for promoting habits of thrift. No 
systematic action has been taken to follow up this recommendation 
in any state. We would suggest that a review of all employing 
organisations be carried out with the objective of covering all 
institutions having more than 200 to 500 employees in the initial 
stages. By the end of the fourth plan, smaller organisations 
should also be covered so that every office with more than 50 
employees and every mill or factory has an employees cooperative 
credit society. 
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4,7 Normally feach institution should have a separate employees 
cooperative credit'society, Institutions having more than one 
large department or branch or having an area if jurisdiction 
extending beyond one town may find it necessary to organise 
separate societies for such departments or branches, 

MEMBERSHIP 

4.B o The size of an employees cooperative oredi + society varies 
considerably. The average membership of a society varies from 
over 450 in Bihar and Madras to a little over 100 in Orissa and 
Rajasthan and less than that in Madhya Pradesh and Pondicherry, 

The membership of a society is naturally dependent on the size of 
the institution or the department- or branch of the institution wh ese 
employees it serves. All efforts should however be made to 
enroll all eligible members requiring the facilities of the society 
as its members. 

4-,9 In <bhe case of employees cooperative credit socie+ies visited 
by us we. .found that, generally, membership was open to all 
confirmed employees of the institution. In some cases unibnfirmef 
employees were also' taken as members after a* certain period of 
service. In some such cases they were given credit and in others 
they were not advanced loans until such time as they were 
confirmed, We would suggest that normally membership should be 
.thrpwh'.'bpen to all permanent or quasi -permanent employees, ks in- 
certain institutions it takes considerable time before employees 
are confirmed, persons having served a minimum specified period, 
which would indica+e that they would be eventually confirmed, 
may also be enrolled as members. They may be given loans in the 
same manner as other members and confirmed employees.may stand 
as sureties. The membership of retired employees may be 
continued 'till their liabilities tc the society are discharged. 

4,10 In some societies membership is confined to certain classes 
of employees only. Where there ware a largo number of employees 
it was found convenient to have, separate societies ^or separate 
types of employees such as factory workers- clerical st.aff, 
class IV staff, etc. One such society informed us that as 
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class IV staff were given loans and other assis + ance directly by 

the management it was not, necessary to admit them as members. 

On the whole, however, we would recommend that societies should 

he omen to all classes of employees and no distinction should be 

made on the basis of category or grade. If more than one society 

is necessary in a very large undertaking, separate societies should 

be set up on the basis of area or branch or department rather 

than on the basis of class* A well-developed society should also 

be able to take up such welfare activities of the management as 
of 

providSfeia loans and grants to the lower-paid staff. The membership 
of the latter would enable them to have a voice in the conduct of 
such activities, 

4.11 Further restriction is placed on membership in a few socie- . 
. oies which enroll only members of trade unions. In some others, 
admission is open to all employees but loans were sanctioned only 
to members of trade unions. The trade unions have an important role 
to play in the promotion and organisation and strengthening of 
cooperatives of employees. We feel however that it would be 
incorrect to restrict membership in this manner - thy employees 
cooperative credit societies should function in the interest of 
all employees and all should be equally eligible to be enrolled 
as members and. to avail of the services of the cooperatives. In 
this respect we would endorse the recommendation of the Study Group 
on Cooperatives under Railways and Posts and Telegraphs Departmerfc 
that the trade union movement should "adopt a special code for its 
relations with cooperatives so as to ensure that the factions, whi^h 
" y be prevailing in trade unionism are not allowed to be 
ported into the cooperative movement. In view of the rapid 
■i emocratisation of the cooperatives, a a special moral 
r isponsibility attaches to the trade unions to ensure that nothing 
done w^ich should retard the growth of the cooperatives among 
"he workers," 
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4.12 As already recommended in respect of urban cooperative 
banks, we would, stress that, in the case of employees cooperative 
credit societies also, all members should be enabled to 
actively in the management of the society and the formulation of 
its policies. It should therefore be ensured that audit is 
completed within a specific period aftdr the end of the 
cooperative year and the general body meeting should be called 
immediately therea^er, 

4.13 Where the membership of a society is very large or whore 
the jurisdiction of the society extends beyond the area of a town 
or to more than one town, it is not possible for members to 
participate in the meeting except by sending representatives or 
to some extent through postal voting. The bye-laws of some of 
the larger societies provide for a delegate system, one delegate 
being elected from different constituencies consisting of 50 to 
100 persons. Several societies however have no such arrangement 
and therefore all members cannot attend the general body meeting* 
The Cooperative Societies in West Bengal provides that 

a B'odi^Jil'ywith 1500 or more members may observe the delegate 
system. As a result some societies with less than 1500 members 
have not been able to adopt the system even though it had members 
in more than one townanrl some as far away as Madras and Lucknow, 
They were naturally cut off" from the running of the- society. We 
would therefore suggest that a society with more than 1500 
members or with an area extending beyond a town may hold its 
annual general body me'ting under the delegate system. 

4.14 For the g-Mdance of employees and the education of 
members of employees cooperative credit societies, an educational 
programme similar to that recommended, for members of urban 
cooperative banks is suggested, i.e., suitable literature bJsshM 
should be produced, visits to well-run societies may be arranged 
and quarterly meetings may be held in which leaders of the 
cooperative movement may also participate. 
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^Id. HP OF DIRECTORS 

•4.15 The members of the managing committees or the boards of 
directors and office bearers of employees cooperative credit 
societies are usually elected by thb members and are in charge of 
the administration of the society subject to the decisions of the 
;.neral body and according to the bye-laws of the societies. In 
resnoot--of directors and office bearers we would repeat ^he 
hollowing recommendations made in respect of directors of urban 
coonerative banks, 

(a) Slec.tions to the board of directors may be held once 
in three years or each year by rotation for one-third 

■of the beard| the latter system appears to be 
generally more advantageous. 

(b) There should be a.regular election code to provide 
for nomination and voting by secret ballot as in 
Maharashtra, and Madras. 

(c) The question of encouraging new and younger leadership 
deserves considered-ion. The education of members is 
important in this connection. 

(d) The educational programme suggested for members 
should be extended to directors. In addition, seminars 
■ and workshops ‘'or directors of different societies 

may be organised. 

• --3 vte. ?ound a large number of societies where a certain numfofer 
w T.h-i directors on the board were nominated by .the Registrar of 
f'-'-'perative Societies. This practice was particularly prevalent 
: a {act Bengal where it appears that societies request, the Registrar 
nominate persons from the management or employers on the board 
lirectors. ..The number of such nominated directors ranges from 
d to 0 and quite often exceeds third of the number of directors 
m the board. This practice is observed even though neither, the 
:o eminent nor the management has a financial stake in the society, 
■h other states, also, it was observed that the practice of having 
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nominees of the management as ex-of^icio members of the board of 

directors and as office-bearers was in vogue. The number of such 

ex-officio members again varied and at times exceeded one -third 

of the total number of directors. It was represented that nominees 

of the management were helpful in setting the society on its "s t, 

in maintaining proper supervision and accounts and in establishing 

recovery 

liaison with the management, ensuring/of dues from the ©*£ 

the staff and securing other types of assistance. In several 
cases the interest taken by the employers in promoting a'nd 
maintaining general supervision over the working of the society 
has helped its growth. However, such nominees do not always have 
the 'time or the interest to lock after the working of the 
society. We must also point out that societies without any 
nominees of the management on the board of directors appeared 
to be doing at least as well as those which were guided by such 
nominees. It was also represented to us that, in a few cases, 
the association of Phe management with the board of directors 
led to the funds of the society being temporarily utilised 
for the purposes of the management with consequent loss to the 
society. 

4,17 We would recommend that in no case should the Registrar 
Cooperative Societies or the state government nominate directors. 
Where a society desires to associate the management with its 
working, with a view to securing certain advantages, it should 
be possible to do so by makinghegjess&ry provision in the bye¬ 
laws. As the society grows and acquires strength and stability, 
it should conform increasingly with democratic principles. 

There should be no difficulty In this as the members are usually 
educated and able to conduct their own affairs. It would also 
encourage the growth of cooperative leadership if each member was 
given the right and scope of being elected to the board or to ■ n 
office. The bye-laws providing for nominees of the management 
'Go be ex-officio members of the board of directors or of fie-" - 

bearers, should therefore specify that thi- arrangement should 
exist only in the initial stages and should be limited to a 
period of about three years* 
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_'T _ d 

; "B Data as far as available regarding the resources of employees 
o~operative b'pedit societies, i.e., the owned funds and borrowed funds 
.'f ch societies, is given in the T a ble below. 





%-jr^ptp ,o. 
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4.19. It will be seen that such societies depend primarily on 
deposits and secondly on owned p unds. Their borrowings from out¬ 
side agencies are to a limited extent only. 

4.2ft Owned funds consist of share capital and statutory 
reserves. The building-up of a strong capital base through owned 
funds is essential for the security of the society and for enabling 
outside borrowings. The value of shares in employees cooperative 
credit societies is normally Rs.lO/- which appears reasonable, 

%en necessary, this can be deducted in instalments from the pay 
of the employee. We received seme complaints that members are 
allowed to purchase only a very limited number of shares und-r if 
the act or the bye-laws. Excessive restrictions should be relaxed 
in order to ■''ncourage members to invest in shares and thereby 
increase the capital base of the society. 

4*21 As pointed out, the bulk of the working capital of those 
societies is made up of deposits. To a large extent this is the 
result of schmes for thrift deposit funds, usually of a comoulscry 
nature. The thrift deposit funds may be constituted in several 
ways, e.g., 

(a) in a large number of societies contributions are 
deducted compulsorily from the pay of the members. 

The rate of contribution is related to the pay of 
the member or the category of staff to which the 

■ member belongs. Withdrawal from the fund can be 
made only when the member leaves the society or on 
his death; . 

(b) in some cases deductions at a regular rate are made 
from loans advanced by the society or from the 
instalments repaid by the member; 

(c) in a few societies the rate of contribtition is 
voluntarily determined by the member within a 
certain minimum or maximum amount; and 
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(d) in some cases amounts so deducted are converted into share 
capital until a certain maximum is reached. Thereafter, the amount 
is placed in a deposit fund which cannot be withdrawn until the 
member leaves the society or on his death-., and thereafter the 
amount contributed is kept in a normal savings account from which 
withdrawals are allowed after a specified period, 

4.22 Thrift is a* essential part of cooperative credit and it 
is therefore important to introduce such a compulsory depsit fund. 
Besides augmenting the. capital of the society, the deposits help 
the members to obtain a lump sum at the time of retirement, L 
cer + ain amount of compulsion is inevitable if thrift is to be 
ensured on the part of the members. We found that the members 
who had got used to meeting such monthly deposits did not 

corsider it a hardship even in the context of rising prices and 

the 

the compulsory deposit sch'me of/government as they had become 
aware of the benefits of the system. The societies which have 
introduced this scheme are undoubtedly doing much better and are 
in a position to help their members to a far greater extent than 
societies which do not. have any such system of compulsory 
deductions. Wo ^eel it would be most convenient if such deductions 
are made on the basis of the pay of the member. The Railway 
Board have suggested the following scale for deduction of 
compulsory deposits? 

Members getting salary upto Rs.50/- Re.l per month 


per month 


-dt>- 

Rs.51 to Rs.lOO/- 

Rs.l, 

,50 TDtfi*. month 

-do- 

per month 
from Rs.lOl/- to 

Rs,200/- per month 

Rs.2 

per 

month. 

-do- 

from Rs.20l/- to 

Rs.300 per month 

Rs.5 

per 

month 

-do- 

from Rs.30l/- to 

Rs. 400/-pe r month 

. Rs .4 

per 

month 

-do- 

from Rs.40l/to Rs.500 
per month 

Rs.5 

per 

month 

imbers getting salary above Rs,500/- 

per month 

Rs ,6 

per 

month 


We would recommend such a scale for adoption in all societies. 
4.23 Normally the fund should not be withdrawable except when a 
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member leaves the society or on his death. We came across cases 
where persons gave up their membership and withdrew their deposits 
and, after a short, interval, rejoined the society This should be 
avoided and a specific period should be laid down before a member 
who has resigned his again allowed to 30 m or he should be 


required to redeposit the money drawn before being oermitted to join. 

4.24 In order to safeguard the thrift deposit fund from attachment, 
it : ' s recommended that a provision on the lines of Section 31 of 
the Maharashtra Cooperative Societies Act, 1960 i.e., "The share 

or interest of a member in the capital of a society, or in the loan 

stock issued by a housing see:.; * y or in the funds raised by a 

society from its members by w .y of savings deposit, shall not be 

liable to attachment or sale under any decree or order of a 

Court, for or in resoect of any debt or liability incurred by the 

member} and accordingly, judkJLsSiy&he Official Assignee under the 

Presidency Towns Insolvency Act, 1903, nor a Receiver under the 

Provincial Insolvency Act,' ; 1920, nor any such person or authority 

under any corresponding law for the time being in force, shall 

bo. entit Led to or have any claim on, such share or interest" may 
included 

be/in ot v, .er state cooperative societies acts. 

4.25 The societies should also encourage 'savings and augment 
their c a vital by introducing different types of savings and 
deposit schemes. Deposits may also be taken from ex-members, 
temporary employees not yet admitted as members and relatives 
of members, etc. We f~und rates of interest on deposits varied 
from as little as 2k per cent to as high as 74r oer cent. The 
rates should he kept economic yet sufficiently attractive to 
encourage deposits. 


4.26 In order to encourage the formation of capital by efforts 
on the part of the members themselves, it nay be considered 
whether, the dividend earned by the members, in part or in whole, 
in the initial stages or regularly, could be placed in a special 
.savings account Tbis, with accumulated inter-st, may he made 
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or when 

available to the member after a specified periody4ie leaves the 
society or to his family on his death. 

4.2V In a few societies we found that the employers had deposited 
certain funds of their own with the societies. W 0 would commend 
this practice to other organisations* 

4 ; ,28 To a large edtent the societies are standing on their own 

feet without any assistance or borrowings. However some 

societies at certain periods dc require financial accommodation, 

♦ 

Some other societies needed to borrow regularly. The Calcutta 
Police Cooperative Credit Society L+d., Calcutta, had loan 
apolications pending for over six months as they did not have 
the funds to meet the demands. The Ministry of Food & Agriculture?--- 
Thitft and Credit Society admits only 18 members per month as they 
apprehend that if they took a larger number of members they would 
nor. be able to meet the increased demand for loans. The 
Cooperative Credit Society of the CoraraiSF-ioner for the Port of 
Calcutta regulates entry of new members, for similar reasons. 

With increased membership and expansion of the movement such 
demands will also increase- It should be the responsibility of 
the cooperative structure to help the societies to meet these 
demands. At present, however, we found that in most states, 
emDloyees cooperative credit societies function to a large extent 
in isolation. In West Bengal, for instance, hardly any non- 
agricultural credit society is affiliated to the central cooperative 
barfs and only a few to the apex cooperative bank. Even in the 
case of societies affiliated to central cooperative banks, the 
latter have not been able to meet the demands of the societies 
Cue to shortage of funds and competing demands of the agricultural 
and other seders* The Andhra Pradesh State Road Transport, 
Corporation Employees Cooperative Credit Society, for instance, 
which had over 300 applications for loan amounting to Rs.4,50,000 
ponding, would not get an advance for the necessary amount 
oven though the Corporation agreed to s + and guarantee. 
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We would recommend that $11 employees cooperative credit societies 
should, as a norfe&l rule, be affiliated to the central 
cooperative bank or, where there is no central cooperative bank as 
in Calcutta and- Bombay, to the apex cooperative bank. In 
exceptional cases, where it would not, be possible for the 
central cooperative bank to help the society, and with the 
permission of the Registrar of Cooperative Societies and the 
apex cooperative bank, the society may .be affiliated directly 
to the apex bank. The central financing agencies should also 
recognise the claims of employees -cooperative credit societies 
as legitimate and should giv6 them'reasonable credit facilities 
whenever'’necessary. We have in regard to'urban cooperative banks 
discussed the need to enable the central financing agencies to 
meet the demands of non-agric 'lt.ufcal credit societies and to 
have separate sections*for thfe purpose 

4.29 We would also suggest that employees cooperative, credit 
societies should' normally use cooperative banks as their bankers 
and maintain their current accounts, sh^ngs accounts and fixed 
deposits with them,* This would enable the central financing 
agencies to day the balancing role assigned to them. Such 
longt erm investments as the socie+ies may be in a position to 
make should preferably be' in the form of debentures floated by 

l 

central land mortgage banks. Their combined surplus resources weuld, 
therefore, be available with the cooperative movement, 

4.30 It is difficult for a new society to raise sufficient 
resources with which it can build up it's loan operations and 
membership. In some cases employers’- have given loans or grants 
to the societies to tide over their difficulties in the initial 
stages. For instance, the state government has loaned about 
Rs.3 lakhs to the Andhra Secretariat Staff Cooperative Society 
Ltd., at a subsidised rate of interest. The S+,udy Group on 
Cooperatives under Railways and Posies and Tlegraphs Department 
recommended that as in the case of the Chittaranjan Locomotive 
Works Cooporative Credit Society, the Railways should give initial 
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loan assistance to infant societies.- In the case of societies 
of employees of the Posts and Telegraphs Department, it recommended 
a working capital loan upto the limit of Rg.15,000. Similarly the 
Staff Wolfare Review Committee examined this question and sugested 
■Ghat there should be state participation in the share capital or 
government should advance substantial loans at a nominal rate of 
interest repayable in a fixed number of 'instalments. would also 
recommend that, wherever necessary, the employers ^ government 
should make a working capital loan upto Rs. 15,000 available to 
employees cooperative credit societies at a reasonable rate of 
interest repayable in ten years. This may be made contingent on 

a provision in the bye-laws *>f the society for compulsory thrift deposits, 
FLUID RFS^IROFS 

4.31 As employees cooperative credit societies accept deposits 
from members and n.'sn-members, maintenance of fluid resources in 
accordance with prescribed standards is necessary. Certain 
societies, it was observed, were not regularly main+aining any 
such fluid account. The Study Group on Cooperatives under the 
Railways and Posts and Telegraphs Department examined the standards 
of fluid resources taking into consideration the special features 
of thrift deposits in employees cooperative credit societies 
which are refundable only at the time of retirement of a member from 
service or on death and suggested the following scale: 

(a) 40 per cent of deposits at call or current account, 
cash credits and overdrafts sanctioned but not drawn, 

(deposits matured but not drawn may be treated as 
deposits at call for the purpose of calculation of fluid 
resources)$ 

(b) 25 per cent of savings deposits; 

(c) 25 per cent of fixed deposits maturing within the next 
three months; and 

(d) 100 per cent of the amount of thrift deposits falling 
due within the next 30 days 
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We would also recommend that the Registrars of Cooperative 
Societies should review the position existing in their states anc 
prescribe and enforce the rate of fluid resources on the above 
standards. 

4.32 LOAN OPERATIONS 

Data, as far as available, regarding the loan operation 
of employees cooperative credit societies is given in the Table 
be low t 

Table 4.3i— Lean operation of employees cooperative credit 
societies . 

1960-61 



Working 

capital 

Advances 

Outstanding 

Overdue 

Bihar 

511.39 

389.27 

377.26 

12.67 

Madhya 

Pradesh 

30.36 

16.75 

21,37 

3,28 

Madras 

647.07 

600.25 

566.02 

45.17 

Maharashtra 153 &00 

1111.00 

928.00 

52.00 

Orissa 

28.72 

21.39 

23.02 

4,64 

Punjab 

28.01 

26.96 

321.43 

6.22 

Ra jasthan 

.72.18 

52.32 

67.79 

5.48 

Uttar Pradesh 402.32 

122.43 

394.95 

13.04 

Pondicherry 

0.64 

0 .80 

0 .39 

Nil 

Tripura 

0 .10 

•0.09 

1961-62 

0.06 

Nil 

Bihar 

579.64 

451.71 

449.55 

10.97 

M.P. 

35.17 

21.52 

24 .54 

4.85 

Madras 

772.26 

1185.57 

671.21 

32.11 

Maharashtra. 1882.00 

1065.00 

999.00 

54.00 

Orissa 

33.78 

26.41 

26.80 

2.41 

Punjab 

41.19 

34.18 

37.50 

5.$2 

Rajasthan 

71.33 

53.39 

72.26 

l6.S«5 

U.P. 

481,00 

158.51 

430.92 

i*i*o 

Pondichorry 

0.85 

1.44 

0 .71 

JtOL 

T ripura 

0.46 

0.08 

0 .08 

0.01 
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4.35 The-main object of employees cooperative credit societies 
is to encourage thrift as well as to meet the genuine needs of its 
members for loans at reasonable rates of interest. The work of ttoswe 
societies is comparitively simole as they generally have adequate 
resources to meet the demands for loans and recovery is more 
or less ensured as it can be effected by deductions from the pay 
slios of the Ibawfl* by the management. This has, in certain cases, 
resulted in unnecessarily large borrowings and indebtedness which 
could, perhaps, have been avoided. In certain cases maloractices 
have arisen and loans obtained at low rates of interest were relfent 
at exorbitant rates. 

'±*o4 it is, therefore, essential that the lending of employees 
cooperaive credit societies should be more closely related to 
oho purpose and to the repaying capacity of the member. For this 
reason, in a few societies, the loan applications are fairly detailed 
and indicate, among o^her things, the purposes for which borrowing 
ns necessary and also previous commitments. This practice may be 
adopted in all societies. There should also be scrutiny of the 
correctness of- the statement. This is usually not done as it is 
not considered necessary'and as it may be embarrassing for a 
member of the managing committee to enquire of details from his 
colleagues. H n wever, some enquiry in a sympathetic and unob+rusive 
manner is required, if the'member is to be actually helped and the 
society is to function as more than a ijioney lend'er. While it 
should not be necessary to call a member tea board meeting for 
cross-examination, it may be possible for the member of the managing 
comnitteo to make discreet enquiries within the department in which 
the member works. Generally, however, it may be advisable to have 
i committee of members who could scrutinise the applications and 
recommend whether the loan should be given or not a.nd whether the 
amount asked for would be within the repaying capacity of the 
applicant. The responsibility for scrutiny would bn delegated and 
the members of the committee may represent different branches and 



thus have some personal knowledge of the loan applicants. 

4.35 There should also be scrutiny of the manner in which the 

loan amount has been spent and it should be ensured +hat the 

money- is spent for the purpose for which it is required. It may 

be possible in certain cases for a society to make payments 

direct, for example, to the doctor for his bills, to growers for 
purchase 

OTjaassJ>a&rof commodities or to the creditor for redemption of 
previous debts, with the permission of the member. 

4.36 The amount of loan available to members varies considerably 
in the different employees cooperative credit societies even 

in the same state. Normally, it is related to a certain multiple 
of the pay of a member and to the share capital contributed by 
him subject to a ceiling. It may also be related to insurance 
policy, provident fund or the category of staff to which the member 
belongs. For certain specific purposes the maximum limit can be 
extended, for example, for acquiring or repairing a house or for 
^redemption of previous dues. The instalments in which repayment 
is to be made also varies to a considerable extent. The rate of 
interest was observed to vary from 5 per cent, to 9 per cent. 

While the rate should be reasonsble and will naturally depend on 
The borrowing rate of the society, 9 per cent appears on the 
nigher side. We would suggest that the societies should review 
their rates from time to time to keep them reasonable. The 
quantum of monthly instalments should not exceed a certain 


percentage e.g., ordinarily one-third,of the basic pay. 

4.3 7 is a rule, 6 to 8 times a person's substantive pay is 
given as ordinary loan to be repaid in 2 to 3 years. W e came 
across demands that the maximum amount of loan should be 
increased as also the number of instalments in which it should 
be repaid. The managing committee should go into the implications 
of those demands carefully bef ore agreeing to any relaxation. 
Larger loans may lead to increase in the indebtedness of the 
member and may exhaust his repa -ing capacity. Such loans would 

1 - - 1 - - 1 -- --- - - 1 ■*-- ■> — --• -J- mi-n __ j.,., _ - 
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also have to be covered by long-term resources. 

by us 

‘±,38 A few societies visited also had provision for giving 
.m^rgency loans, 6n® society set aside upto Rs.7,000/ - each month 
ior distribution as emergency loans. In another society, the 
' chairman and the secretary could sanction Rs.25 to a member subject 
to confirmation in the next meeting of the managing committee. 

In a third society, a certain multiple of the shire caoital and 
compulsory deposits was given as emergency lean subject to a 
maximum amount of Rs.25o/~. We would suggest that all societies 
may consider having a provision to meet the needs of the members 
.or emergent purposes so that unnecessary delay in scrutinising 
toe applications and sanctioning the loan by the managing 
committee could be a,voided, 

’,.33 We would recommend th# all steps should be taken to see 
tint loans are sanctioned without delay. While a large number of 

societies visited by us were indeed sanctioning loans within a 

- ■ t 4 { ,,tt we 

lew clays to a fortnight, in some societies found that delay in 

sanctioning loans ms as great as six months. Such delays were 
InigoLy due to paucity of funds, and to some extent to the fact 
that the managing committees were not able to meet regularly, 

Ibo managing commit J ee should meet regularly so that loan 
applications are sanctioned in time and if it is not possible for 
the committee to meet so frequently it should delegate the function 
to a sub-committee of the managing committee. 

±.40 There is usually no problem regarding recovery of the dues 
of cooperative societies. Generally the various state cooperative 
societies acts or the rules framed thereunder in different states 
include a provision whereby a member of a cooperative society 
may execut an agreement in favour of the. society providing that 
his employer shall be competent to deduct fromthe salary or wages 
payable to him. Such.amount as may be specified in the agreement 
and to pay the amount so deducted to the society in satisfaction 
of any rue or other demand of the society against the member. 
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On execution of such an' agreement the employer is legally bound, if 
so required by the society by a requisition .in writing, to majje 
deductions from his employees’ salary bills in accordance with the 
agreement, 

4.41 H 0 wever, a certain amount of difficulty arises in the case of 
societies whose members are liable to be transferred outside the limit 
of the state. Salary -arncr societies have been recovering their dues 
from members who are residing within the territorial limits of the 
states within which, they are registered through the employer according 
to the provision of the cooperative societies acts. They have not, 
however, been able to recover the loan instalments of members who have 
been either transferred outside the territorial limits of the state in 
which the ftfcaiaties are registered or are residing in other states , 
through this procedure. This is resulting in serious operational 
difficulties in a number of good employees cooperative credit societies. 

4.42 It is understood th«t the question was examined by the union 

department of Cooperation in consultation with the Ministry of few and 

they have accordingly advised the states that a multi-*nnit society 

state 

(a society with objects not confined to. one swt) would be able to 
recover the dues from the debtor residing in any other state to 
which its objects extend, by requisition to the disbursing officer 
pursuant to the provisions of the cooperative societies acts in 
lores in any other state. With regard to other societies, they have 
^een advised that sui+able provision should be made in the state 
coooera+ive societies acts to the effect that the existing provision 
relating to deductions from salary to meet a societies claim 
would be made applicable also to other states. State governments 
should therefore consider undeituking suitable legislation so as 
to obviate the legal difficulties encountered by cooperative 
societies in regard to the recovery of their ^ues, from members 
who are transferred to other states. 
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NGN' CREDIT ACTIVITIES 

ij..43 In addition tc the prevision cf loans and advances, cer¬ 
tain societies have taken up or can take up non-credit activities 
also. Several employees cooperative credit societies such as 
the Simeson and Group Companies Employees Gotoerative Credit 
Society Ltd., Madras, are running a consumer stores. Seme 
societies undertake joint purchases cf consumer goods on behalf 
of their members on an agency basis. The Associated Cement Staff 
Cooperative Credit Society Ltd., Bombay and some 'other societies 
run canteens. We came across several societies which were 
examining the possibility of assisting members through housing 
schemes. In one case, we found that a societjo W as considering 
the running of a taxi. It has hc.wever'been recognised that as a 
general rule a credit cooperative should riot get involved in 
trading risks and we would recommend that by and large 
employees cooperative credit societies should observe this 
maxim. 

l+.UU We did come across some consumer stc,res4iaint ained by 
employees cooperative credit societies which were excellently 
run, benefited the members and also increased the profits of 
the society. However, there have also been cases where a 
society burnt its fingers in trying to make provision for 
consumer goods to its members. Generally, it would be advis¬ 
able for employees to set up a separate cooperative consumer 
stores which could be assisted under the schemes of the 
Ministry of Community Development and Cooperation or the 
Ministry of Labour and Employment or the Ministry of Home 
Affairs, for the development >f such societies. Employees 
cooperative credit societies can howeve/effectively help 
their members in obtaining essential supplies and at the same 
tame give support to the consumer cooperative stores in 
several ways, e.g, (1) by granting loans tc. members for olac- 
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irg the money as trade deposits in the consumer coco? rat ive stores 
and (2) by making an arrangement with the consumer cooperative 
stores under which an authorisation may be given to a member to 
'./••'chase consumer goods on credit, the amount being debited against 
him as a. loan by the credit society to be repaid in convenient 
•':instalments. This .practice isbeing observed by the Turner SfiOSSSr 
•f-^ctotecx Cooperative Credit Society Ltd., the Calcutta deserve. Bank 
Employees Cooperative Credit Society Ltd., Calcutta, the Simpson & 
rrouo Companies Employees Cwceeratlve Credit Society, Ltd., Madras 
and several other societies. In sc far as such arrangements are 
made with private dealers it should be ensured that they are 
recognised dealers charging fixeqprices and there is no possibi¬ 
lity of favouritism or malpractice in their selection. 

1.45 The objects of certain societies include the introduction 
of .housing schemes. As housing is normally one of the most acute 
o-i-oblems. faced by employees in towns and cities, several thrift 
Cwooeratives represent-d to us the need and desirability of 
acquiring housing sites cr starting colonisation schemes. While 
this, is a crying need we woul^econmiend that separate housing 
sec?, et 4 should b set up for the purpose. Provision of housing 
facilities is not a 3.egitimate function of credit societies as 
such operations require long term investment and are likely to 
benefit only a small number of members. The society can of 
course advance loans for the buildin^ repairing of houses 

arcvided'they are repaid within a stipulated period. 

W3 LFA35 ACTIVITIES 

4.46 In addition to economic activities, the undertaking 
c.f welfare work for their members and the families of members 
is an objective mentioned specifically in the bylaws of some 
employees cooperative credit societies, a large number of 
such societies are particularly affluent. While we do. not have 



- 90 - 


sett a-ate figures regarding the ore fits made by such cooperatives, 

maximum 

we came across several societies which were declaring dividends 
and had funds which they could use advantageously for the benefit 
of their members. We would,' therefore, strongly recoamend that 
a rart of the profits of employees cooperative credit societies 
should b« set aside for Specified welfare activities, provision 
for which may be included in the objects as stated in the bylaws. 
We give below seme cf the activities which we found being under¬ 
taken by societies and which could be emulated by ether coopera¬ 
tives ; 

(a) certain societies secure life insurance business- for 
its members as agents for the Life Insurance Corporations. This 
is denducive to the welfare of the member and at the same time 
the commission earned enhances the profits of the society. It 
was not previously possible for a society tc. act as an agent 
and, therefore, the secretary or other nominee cf the society 
acted as such and the commission went to the society. Under a 
recent amendment to the Insurance Rules 1959,. cooperatives have 
been enabled to take cut licenc-s to act as insurance agents. 

This may be taken advantage of. The Ministry of Food & agri¬ 
culture Thrift and Credit Society sets aside the amount so 
earned in a fund for welfare activities. 

(b) The Calcutta Reserve Bank Employees Cooperative 
Credit Society Ltd, -Calcutta, has purchased a holiday home at 
Simultclla cut of savings from profits. It can accommodate 
four families who are charged a nominal rent. The Turner Co¬ 
operative Credit Society, Calcutta, is also purchasing a holiday 
home for Rs. 15,000 .from a special fund which was created with 
an initial grant of Rs.10,000 given by the employers. Such 
henr-s should obviously be beneficial to the members by bringing 
vacations away from the Place of work within the means cf the 
employees. Ca^e should however br taken in selecting the loca¬ 
lity and ensuring that full use would be made of the homes so 
that the investment is not wasted. 
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(c) Educational schemes have a special priority in wel¬ 
fare activities a The Bombay Dyeing and Manufacturing, Co.Ltd. 
Employees Coooerative Credit Society,-Bombay*, gives free pri¬ 
mary and secondary school books to the children of members 
working in lower nay^cales. The Central Railway Employees Co¬ 
operative Bank Ltd. Bombay gave as many as 60 scholarships in 
1962-63. The Ra-ilway Clearing Accounts Office Employees Thrift 
•and Credit Society, Delhi, has a fund for giving educational 
ass?.stance tc low raid staff (as well as medical assistance to 
TB and dancer natients). The TISCO Accounts Office Cooperative 
Credit Society also assists needy members in meeting the educa¬ 
tional exDenses of their children by suDplying free textbooks 
and paying the school or college fees. 

(d) It should also be possible to organise training 
programmes for the members of the family of the employees in 
crafts or skills which would help in augmenting the income of 
the family. 

(e) Some societies such as the Calcutta Reserve Bank 
Employees Cooperative Credit Society maintain libraries. Others 
organise recreational activities. 

(f) The TISCO Accounts Office Cooperative Credit Society 
hi; pi sc obtained, the voluntary services of trained medical/gocial 
swstot orkers who help in the follow up of grants for medical 

our noses. It has a members' advisory bureau with 
trained experts in the field of child guidance, medical and 
social work and law who help the employees on a voluntary 
"■..sis, 

(g) In certain circumstances, members may be in dis- 
•:ro°s even after availing of ordinary loans, for instance, 
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in the case c,f orolcnged illness, or premature retirement 
because of ohysical disability, of needy dependents of 
employees who die while in employment and other unforeseen 
misfortunes. Interest free loans or grants are made 
available in such cases by some societies. 

4.47 Most of the minisUEfces of the Government of India 
have up staff benevolent funds. Certain other insti¬ 

tutions also have relief or compassionate funds. These 
funds are usually built up by donations and regular contri¬ 
butions of members. Difficulty has, however, been expe¬ 
rienced in more than one body collecting contributions from 
employees. In this connection, we may also quote the recom¬ 
mendations of the Pay Commission, 1957-59, that "the present 
arrangements are generally too much in the nature of govern-- 
mental charity, which may not be good for the morale of 
the .employees. A cooperative arrangement fopfelief of 
distress: i to which the employees themselves as well as 
the government contribute might be more in keeping with 
the present day ideas c^f the status and self respect of 
employees," We would therefore suggest that the possibi¬ 
lity of entrusting the collection and the running of bene¬ 
volent funds tc employees cooperative credit societies may 

be examined by the concerned organisations and any contri¬ 
butions or loans given by employers the purpose, may 


be made to the society 
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STAFF 

4.4$ The first requisite for the proper running of a 

cooperative society is adequate and competent staff. In the case:* 
of some societies, we found that the staff was not adequate 
for more than carrying on the working of the society in - a 
purely arithmetical manner, that is to say, scrutinizing loan 
applications from the point of view of technical correctness, 
seeing that the money for loans is avallable and sanctioning the 
loan. In addition, it may be necessary to take care to ascertain 
the genuineness of the casss for borrowing, to supervise the 
manner in which the amount is spent and to advise the members 
and help them to get out of permanent indebtedness. The 
societies may also take up other economic activities or welfare 
works and for this purpose it would be necessary to appoint 
sufficient staff. 

4,49 In the case of a large number of cooperatives, parti- 

eularly of employees in the private sector, the employer has 
made staff available to the society in the initial stages 
which has been of considerable help to than* It is difficult 
for a society in the first few years of lie distance to pay 
the salaries of experienced and trained 3 taff with the result 
that the progress of the society is heljd up. ^he Staff Welfare 
Review Committee had recommended that clerical assistance 
wherever necessary,in the initial period of upto three 
years, should be made available by government to such societies 
of' central government employees. The study group on Cooperatives 
uiiider Railways and Posts and Telegraphs Department also rd 
re# commended that the P&T Department should continue to spare 
th»e services of their staff on deputation to such societies. 

W03 would similarly recommend that all employers, whether 
ioa the private sector or the central or state governments or 

, lie undertakings, may make rai-nimum staff available to employees 

cooperative credit societies 

irn the initial stages for about three years or alternatively 


’■■r-ovide managerial subsidy. 
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4.50 Almost no society has staff specially trained 

in cooperative management etc. As the problems of employees 

cooperative credit societies are of a different nature from 

those of agricultural credit societies, we would suggest that 

special short-term courses may be held for them in a few regiona 

training centres. Such courses may provide orientation 

in cooperative principles and emphaAie should be placed 

on practical subjects such as accountancy, book-keeping etc. 

The possibilities of extending the functions of employees 

cooperative credit societies may be touched upon. It 

would be helpful if they could be given an idea of the work 
been 

that has/done in this field in other areas and shown some 
of the excellent examples of such societies in different 
towns whose experience could be availed of with advantage. 

4.51 It is desirable that the staff of employees 

cooperative credit societies receive pay6sffiimensurate 

with ‘-■lie pay received by the employees of the organisation 

where the so dety is formed. The employees should also 

be eligible for provident fund, gratuity, medical aid, 
and other such allowances available 
house allowance Ao members of the society 

from tlieir employers. In other words, there should 

be /•••cguvar code for recruitment and service conditions 

for the staff of tne society. They should also 

have the benefit of scan welfare schemes a3 t.ae 

,’.c,ieiy may undertake. We were gratified to observe 
that in several societies visited by us this is already 


being done. 
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4.52 In some societies, employees are not allowed to become 
members of the society. In other cases they are allowed to 
become members but are not eligible to borrow. The need of the 
employees of the cooperatives being comparable to that of the 
asmbers of the society, arrangements to enable them to get 
credit at reasonable rates should be made and habits of 
thrift should also be encouraged in them. In Madras, employees 
of cooperatives have organised into a separate credit society. 

This may, however, not be practicable in all towns as they 
societies are spread out in different areas. They my, therefore, 
be allowed to become members of the cooperative society in 

which they work and should be eligible to burrow with such safe¬ 
guards as may be necessary, 

INSPECTION r SUPERVISION AND AUDIT 

4.53 EWe have pointed out the need for inspection, supervision 

and audit b6 urban cooperative banks. The recommenda¬ 

tions are also applicable to arrangements for employees coopera¬ 
tive credit societies. 

ASSISTANCE AND FACILITIES 

.54 From the data available, it appears that employees 
cooperative credit societies are generally very well run and to 
a large extent depend upon their own resources. However, in 
the initial stages particularly, they may run into difficulties. 

It would therefore be desirable for the employers to extend 
certain assistance and facilities to the societies which are 
organised for the welfare of their employees, He have already 
touched upon certain types of assistance which may be required. 

We give below what we consider are essential facilities to be 
made available to them by the employers:- 

(1) Employees cooperative credit societies should be 
recognised as an essential part of the welfare activities of 
the undertaking and a sympathetic and helpful attitude towards 
its formation and running should be adopted. 
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(2) Adequate furnished accommodation should be provided by the 
employer together with free electricity and water, etc., to the 
employees cooperative credit societies. 

(3) For an initial period of three years some clerical assistance 
may be made available or managerial subsidy may be provided. 

(4) A working capital loan of upto Re. 15,000/- tree of 
interest may be given to new societies if neoessaxy. This may 
be recovered in a period of 10 years. 

(5) Assistance should be given in making deductions from the 
pay sheets of members for share capital, thrift deposits and 
instalments of loans, etc. No commission should be charged for 
such assistance. Recoveries may be handed over by cheque rather 
than as liquid cash to the societies where they so desire. 

(6) The managing committee members, members of sub-committees, 
etc., should be allowed necessary facilities to absent themselves 
ftrbu attending society meetings, etc., or to undertake tours on 
behalf of the societies. The facility of using departmental 
transport where available on normal or concessional rates may be 
provided, 

4<yV>v) Labour officers in industrial organisations or offices 
and the welfare officers of government offices may be given a 
short orientation course in cooperation and its application to 
employees, or workshops or seminars my be held for the purpose. 

In this connection, we would point out that schools of social 
work and labour management institutes from which labour officers 
are normally drawn or where they are trained, should have a course 
on cooperation with particular reference to cooperation for 
employees and labourers. 
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Ch apter V 


PROMOTION OF NON-AGRICULTURAL CREDIT COOPERATIVES 

ME 5D FOR. NON-AGRICULT UR AL CREDIT COOPER A.TIVE S. 

itiwill be evident from the data given in “this report 

that a strong and healthy non-agricultural credit sector already 

» 

exists in the country. Representatives of state governments 
and cooperative institutions with whom we discussed the 
functioning of this sector had few complaints or suggestions 
for improvements. Recommendations contained in this report 
mainly deal with marginal improvements in the working of urban 
cooperative banks and employees cooperatives credit societies 
or with the creation of conditions to help the growth of such 
cooperatives. We hope th-.t this will lead to a closer integration 
of the non-agricultural-'credit soctor-vith- 
structure in the country as a whole with consequent benefits 
to both$ to helping urban cooperative banks to come into 
their own as & major factor in the economic development of ur-ban 
and semi urban areas and to making employees cooperative credit 
societies an instrument for the Welfare of salaried classes, 

5.2 The coverage of this sector is however uneven and 

inadequate. This oould be directly attributed to the lack »f it 

attention paid to this sector by the leaders of the cooperative 

* 

movement and. the .framers of cooperative policy, in recent 

years, with the growth of planning and increase in the 

tempo of economic development, steps have been taken to 

promote the development of various types of economic 

activities. The importance of the cooperative sector as a 

balancing force embracing all activities lending ih emselves 

to cooperative organisations has been widely recognised. 

In the sphere of cooperation, much attention has been paid 

to the promotion »f agricultural cooperatives comprising 

credit and supply cooperatives, marketing and processing 

societies, and farming cooperative societies} industrial 
and 

cooperatives/In particular, handloom weavers’ societies} 
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and othei types of cooperative 


iS 

f -> - 


etios such/fisheries, dairies , 


housing and transport and labour contract and construction 
cooperatives. Simultaneously , considerable thought has been given 
to the provision of training and education- in cooperation, to 


framing of cooperative laws and to the building up of an adequate 


and dependable administration, in order to create conditions to 
ensure that the movement develops on sound lines, 

5,3 Similar efforts have not been made for the development 

cf non-agricultural credit cooperatives. No specific provision 
was made for assisting their growth in the first, second and third 
fivs year plans and no objective laid down in this regard. Partly, 
this is the result of the generally satisfactory condition and fairly 
good rate of progress of non-agricultural credit societies and their 
ability to stand on their own feet and, partly, to the fact that, 
as no financial assistance is normally required or provided for such 
societies, they form no part of the state plans. To acme extent it 
is also the result of the relatively less active interest taken in the 
comparatively better-off sections of the community i„e, the middle 
class, including the artisan and the small trader, the professional 
man and the salaried employee. There has been further a lack of 
recognition cf the potentialities of the institutions catering to 

“v- ■‘.t v.iay not be out of pinco to reiterate the contribution 

vuc.i ron-agricultural credit cooperatives make to their members, 

'' J J ‘ ;V ^operative structure and to general economic development. 

■' r as urban cooperative banks are concerned, they have an 
■ a nij/ role to play in several respects including the following:- 
(a) First and foremost, they can organise and bring 
i oge’-rer middle and working classes in urban and semi urban areas 
’’•iculcate in them the habits of thrift and self help and 
^t -horn with the elements of ordinary banking principle* 

v-j) tho mobilisation of savings by urban cooperative banks 
£t ■ ' . ya u’.' drawing of urban resources into the apex and 
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central cooperative banks which are in need of funds to finance 
the rurnalj industrial and other functional cooperatives, 
can contribute to general economic development3 

(c) by providing credit on reasonable terms to the 
middle classes, they can rescue them from the exploitation 
of money lenders and other unscrupulous agencies, which is 
particularly important in the context of rising prices and cost 
of living* This has consequent effects also on non-cooperative 
lendings3 

(d) by financing individual industrialists and 
artisans working in urban areas, they can make a significant 
contribution to industrial development! 

(e) they can make certain essential banking facilities 
such as remittance of funds etc. available in areas which may not 
be considered suitable for commercial banking and to persons 

who may not be able to get such facilities from commercial 
banks 3 and 

(f) they can provide intelligent, experienced and 
active leadership to the cooperative movement including the 
central and apex cooperative banks which, in view of their 
federal character,, draw their directors from member 
institutions. 

f -5 A similar role, though in a more restricted context, 

r',3 played bji employees cooperative credit societies. For 

jcstance, (a) members are taught the habits of thrift and 

self help, (b) surplus funds can go to the development of 

agricultural and other sectors of the cooperative movement, 

(c) they provide credit on reasonable tdrms, the lack of 

which would have driven salaried men to paying exorbitant 

rates to non-oooperative agencies (d) they can pfovide for 
their (e) 

the welfare of members and^they also provide to the 
active leadership of the cooperative movement. 
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OBJECTIVE 

5.6 Our major reeonmen.dation.-i is that the promotion of non- 

agricultwaL credit societies including urban cooperative banks 

an 

and employees credit societies are taken upo$g£ effective and 
systematic basis with clear objectives in view. We have, in our 
report, mentioned that in 1981 the percentage of urban population 
covered was 18$. In 1961, the percentage rose to 29 percent 
representing an increase of 61$ over a period of ten years. We 
feel that with effective steps taken for the promotion of such 
cooperative^, it should be possible to increase the coverage to 
50$ of the urban population in 1971, or by the end of the fourth 
plan. It is estimated that the urban population in 1971 will be 
105 millions} assuming that each family consists of 5 persons, 
only one of whom could become a member, the total membership of 
non-agricultural credit cooperatives should be 105 lakhs by that 
year as compared to about 60 lakhs in 1961. 

5.7 In the absence of relevant data it is difficult to indifate 

the number of institutions which would have to come up to cater to 

105 laldi members. We may estimate that there will be at least 5000 

towns in 1971. Of these, about 150 towns would have a population 

of over 1 lakh. We have recommended that each town should be covered 
at least 

vn.th/pne urban cooperative bank and towns with a population of more th 
■ [ ran one lakh may have more than one cooperative bank. As such, 
t..;o total number of urban banks necessary may have to be a little over 
5u00, Again, there is no reliable data regarding the number 
; l employees and employing organisations in the country. We 

! 'V however, recommend that immediate steps should be taken for 
- ' l one society in each organisation with 200 to 300 

employees in the first stage and by the end of the fourth plan 
every organisation with more than 50 employees may be covered, 
xn addition, other types of non-agricultural credit cooperatives 
such as cooperatives for particular vocations, or women’s thrift 
societies etc. should continue to provide for the non-agricultural 



- 101 - 


PROMOTION 

5,8 We have in our report tried to examine arid recommend 
measures in the field of training, cooperative law and audit 
and supervision which would help the growth of non-agri ml turn 1 
credit cooperatives. In addition, stens to be taken by au :h 
institutions or the cooperative structure to put them on a 
sound footing have been indicated. In this context, ib is 
important to have a specific agency for the promotion of such 
cooperatives. We have given considerable thought to the 
problem. It was suggested in a few quarters that such cooperatives 
should have an apex organisation which would encourage their 
growth, Wd have already mentioned the probi&ns that would result 
in a separate cooperative credit structure being established 
at the present stage of development, A purely promotional 
federation may also chiplicate the Functions of state cooperative 
unions and may at the same time create an additional financial 
burden on its constituents. Where, however, a certain amount 
of concentrated and intensive development has taken place, it 
may be considered by the societies whether their activities would 
be facilitated by having a federation which would act as a 
clearing house for thinking on the subject and would be their 
advocate in the solution of problems specifically relating to 
tiiCiO. There is already h banking association functioning in 
i-.nbarashtra and, it is understood, a union of employees’ 
credit societies in Jamshedpur, which are rendering useful 
service to their constituents. We would not however, set 
targets for t-lie organisation of such federations. It would be 
preferable to let them come up as the natural outcome of the 
needs and desires of member societies and at a time when they 
would be able to support such organisation to, at least, 
wo certain extent, 

5,9 In the meantime, the burden of promotion of non- 

ricultural credit cooperatives should fall on the state 
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cooperative- unions., as promotionaljand .edumtionaj. organtsati_rnn. 
and on the state cooperative banks, as the apex institutions for 
crddit societies. For a considerable time to come however, 
particularly in cooperatively underdeveloped states, the Registrar 
of ©.^operative Societies will have to continue to shoulder the 
major responsibility and initiative in this regard. For this 
purpose, his office will requie to be strengthened. Considering 
the coverage of non-agricultural credit cooperative societies and the 
large finances involved in the resourcec and loaning operations of 
such societies, it would be advantageous if a Joint Registrar or a 
Deputy Registrar could be appointed in each state specifically for 
the purpose of the regulation and development of the non-agricultural 
credit sector with necessary staff under him. 

5 o 10 From the initial stages already, however, the state cooperative 

union and the state cooperative bank should be closely associated with 

the drawing up of the programme for the expansion of this sector, so 

that the work may be transferred to them as and when their position 

is sufficiently strong. We would, therefore, recommend that, as an 

IftiffBdlTrte'~step, a -comr&i'ttoe should be formed in each state consisting 

of the Registrar of Cooperative Societies (or the Joint or Deputy 

Registrar in charge of the non-agricultural credit societies) and 

representatives of the state cooperative union and the state cooperative 

bank.. The functions of this committee should be to assess the working 

of urban cooperative banks and of employees credit societies in t/ie 

state 5 to lay down a programme for weeding out such institutions 

as cannot be strengthened§ to formulate the state plan ^he 

organisation of non-«gricultural credit societies and the expansion 

lines 

of their membership and activities on the/recommended byus, 
with such modifications and changes as local conditions may. 

;•>.v^urej to take steps to see that all aoncerned organisations 
v - y their parkin the ■ implementation oof the plan for the 
development of non-agricultural credit cooperatives, and to carry 
out annual reviews of the progress of cooperatives in the 
non-^gricultural credit sector. 
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Dated New Delhi ISfch December, 1963 



SUMMARY OF RECOMMENDATIONS 


SI. No 

1 . 


Urban 

2 . 


Para No . Recommendatio n 

Non-agricultural credit -cooperatives--comprise 
three distinct types of societies i.e.(a) 
urban cooperative banks, (b) employees co¬ 
operative credit societies, including factory 
workers credit societies and (c) other types 
of such societies e.g.thosp^atering to a 
particular profession or community etc. The 
objectives, working and problems of these 
types cf non-agricultural credit societies 
are materially different. It would therefore 
be advantageous if&eoarate statistics could 
be collected for each tyoe of society. 

cooperative banks 

3*2 & A uniform definition of urban cooperative 

3*5 banks should be adopted so as to facilitate 

implementation cf a national policy for the 
development of such institutions. It is re¬ 
commended that the definition should include 
the following features 

(a) a credit cc-ooerative registered under the 
state cooperative societies act in urban 
or .serin urban areas; 

(b) a minimum oaid ud share caoi_tal of 
Rs.50,000j and 

(c) provision of banking facilities e.g. 
accepting for the purno'se of lending or 
investment of deposits from members and 
non-members repayable on demand or other¬ 
wise and withdrawable by cheque, draft, 
orde/etc. 


2.2A & 
2.25 
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Si.No. Para No. R ecommsndation 

3. 3*7 Each state should assess the scope for the esta¬ 

blishment of urban cooperative banks in new 
townshiDs as well as in different parts of 
existing municioalities or taluka towns in the 
state with a view to organise such institutions. 

They should be organised in all towns and in 
every town with a population over one lakh, the 
oossibility of organising additional urban co¬ 
operative banks may be considered. 

4. 3.8 It would normally be advisable for an urban co¬ 

operative bank to restrict its area of opera¬ 
tion to the municipality or the taluka town 
where it onerates. However, in the surrounding 
rural and semi-urban areas, persons who may not 
be able to get credit^rom the primary agricul¬ 
tural credit society may be allowed, with the 
permission of the Registrar, to become members 
of the urban bank in the neighbouring town, as a special ea 

5. 3.9 At present, more than one urban bank functions 

in the^ane town in the/same area of operation. 

As coverage has not .been very extensive, there 
has b^en no difficulty in this regard. When 
coverage becomes more intensive and competi¬ 
tion for deposits increases, it may be advis¬ 
able, if necessary, to restrict the area of 
operation to certain wards or zones or cate¬ 
gories of persons so that there is no overlap¬ 
ping of jurisdiction of the different banks. 

6. 3.10 Efforts to enroll a larger number of members 


are necessary 
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• Far a Ho. Recommendation 
3* 3.-12 No dogmatic restriction should be laid down as 

to the size of urban banks. It should provide 
a strong base foj/raising adequate resources so 
th at reasonable demands can be met, an effi¬ 


cient and progressive management may be 
employed and confidence created amongst the 
depositors. It should aim at a minimum member¬ 
ship of 1500. At the same time the possibility 
of reducing the control of the individual 
member over the society and its policy should 
be avoided. 

3.13 Generally, membership of urban banks should be 
open to all persons competent to contract and 
residing in the area of operation, 

9* 3.H Urban banks should not, in future, be organised 

on a communal basis and existing societies so 
organised should suitably amend their bylaws to 
throw their membership open to all communities. 
Watch should also be kept to ensure that these 
bylaws are given effect to in practice. 

10. 3.15 Membership of urban banks should not be res¬ 

tricted to landholders only. 

11. 3.16 OT'diharily, there should not be more than one 

class of members in an urban bank. The prac¬ 
tice of nominal membership should be done away 

'0 

with. Where nominal membership is to be pro¬ 
vided to assist those unable to purchase 
shares in the initial stages, it should be 


ensured that this is cnlysptsmporary feature 
and the constituents become full members in 
the course of a few years. 
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SI.Mo. Para No. 


Recommendation _ 


12 . 


13. 


14. 


15. 


3.17 


3 .IS 


3.19 


3.20 


Exception may be made in the case of such per¬ 
sons as are not eligible to be members but who 
may have some interest in the property which 
a member may offer as security for loan ffom 
the bank. Such a nerson may be eligible to 
become a nominal member. 

It is essential that the^eeting of the general 
body should be held every year and effective 
participation of the members encouraged. The 
audit report should be submitted so as to 
ensure that the meeting can be held within 
three months of the close of the cooperative 
year. In exceptional cases, the period may be 
extended for another three months. The 
Registrar should exercise his statutory powers 
to ensure that such meetings are held. 
Normally, even in the case of large urban 
banks, there a^e no Dractical difficulties in 
the holding of the meetings of the general 
body. However, if and when the general body 
meeting becomes unwieldy due to the number of 
members becoming very large, the possibility 
of holding meetings of the representatives of 
the members rather than of all the members 
themselves can be explored. 

In ce-der to have an active and intelligent 
membership, Programmes of education and 
training may be taken up by the national and 
state unicng as follows:- 

(a) suitable literature should be brought out 
by the national or state cooperative union 
in English or the regional languages; 
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SI,No , Para Mo , Recommendation 

(b) Quarterly meetings may be held ’where 
members may get an opportunity to arrive 
at an understanding of the functions of 
the institution and at which ga$ss£Ei2gs3 
leading ccoperators or officials of the 
cooperative departments may be invited; 
and 

(c) study tours to good urban cooperative 
banks functioning in .different parts of 
the country may be arranged, 

16. 3*22 Elections to the board of directors may be 

held once in three years or each year or by 
rotation for one third of the board./ The 
latter system is generally more desirable. 

17 * 3.23 The^e should be regular election code under 

the state cooperative act or the bylaws of 
the society providing for nominations and 
voting by secret ballot. 

18. 3«24 The programme of education of members is 

ing 

important t-p encouragrtlthe emergence of new 
leadership, 

19• 3.25 Efforts should be mads to enroll depositors 

as members so that they may have an equal 
voice in electing a board in which they may 
have confidence, 

20 3.26 The educational programme for members may be 

extended to directors. In addition, 
national or state cooperative unions may 
hold periodical seminars or discussions^orthem 

21* 3*29 With the opening of new urban cooperative 

banks in all towns and municipalities, 
increasing efforts will have to be made to 
excand membership and secure adequate share 


caoital 
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S I.No . Para N o. 


Recommend at ion 


22 . 


23. 


24. 


3*30 The value of shares should be reasonable and 

•fithin the means of the majority of members. 

bs.10 appears to be adequate; where necessary 
he 

provi sion mayojnade for share money to be paid 
In innt alments. 


3.31 


3.32 

3.33 & 

3.34 


The bylaws of most urban cooperative banks 
provide that a borrowing member must contri¬ 
bute to the share capital of the bank in a 
definite proportion of the amount borrowed in 
'lass of personal loans. This is conducive to 
t»he building up of owned funds. 

The state may participate in the share capital 
Cf new banks or of such urban banks as require 
immediate strengthening of their owned funds 
position. This should be done only in the case 
real need and. as an exceptional measure, 
e state may contribute uDto Rs. 25>000 on a 

matching basis in order to make up a minimum 

of 

level of share capital^glpt Rs.50,000 per 
\trban bank as early as possible. The share 
capital contributed should be retired within 
8 period not exceeding 10 years. The state 
r.c.y safeguard its financial interests in the 
institution by nominating upto 3 directors but 
n it exceeding one third of the total number 
tj directors on the boa^d. For this purnose^ 
r.nnt'.nees msy be chosen from amongst comoetent 
flcn*-officials rather than officers from the 


dor.f erative department 



SI.No. 


Para No 


Re c ommend ation 


- no - 


25 . 3.35 


26. 3-36 


27. 3-37 


23. 3.40 


Urban banks, when they receive deposits on 
current account should carry to the reserve 
fund at least l/<+th of their cr-nki profits 
till it equals the paid up share capital 
and thereafter it may be less. 

Specific, provision in the bylaws of urban 
banks should be made for creating a reserve 
for bad and doubtful debts and contributing 
to it every year. The provision for bad 
and doubtful debts need not be disclosed 
and may be made before arriving at-' net 
profits and not out of net profits. 

Members may voluntarily agree not to take 
any dividend for two or three years so that 
the resources may be increased or they may 
agree to convert their dividend as addi¬ 
tional share capital. In state partnered 
institutions, if dividend is declared, the 
amount may not be drawn and the institution - 
may be permitted to utilise it for the 
reserves. 

More intensive effofts may be required to 
attract deposits. The following methods 
are suggested 

(a) a sustained campaign to educate the 
members to avoid waste and contribute 
their savings to cooperatives is neces¬ 
sary; 

(b) facilities of withdrawal of savings 

deposits by cheque should be provided. 

Special schemes e.g. home savings, 

safe deposits, day deposits, recurring 

deposits etc. may be introduced. They my alsc 
accept provident fund deposits and security 
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51,No . Para Nc,„ Recommendati on 

(c) a good building should be provided as it 
will go a long way to enhance the pres¬ 
tige of the institution and promote con¬ 
fidence hd£ in its depositors. State 
governments should help them in securing 
land for constructing or expanding their 
buildings; 

(d) where necessary, urban banks may revise 
their interest rates to bring them on 
oar with the interest rates paid by 
commercial banks in addition to offering 
such facilities as commercial banks offer 
to their clients; 

(e) other facilities as may be of convenience 

MW ■' £hs 

to the members may be Provided e.g«4^ank 
may be kept open before or after the 
normal hou-s, a special time may be 
set aside for women members, arrange¬ 
ments to receive cash etc. in the safe 
deposit vault at night etc. may be made; 

(f) attempts to enroll depositors as members 

* 

may be made; 

(g) state p anticipation, in such cases as 
necessary, would have the added advantage 
of inspiring confidence among deoosltars 
in the initial stages; 

(h) the question of insuring or guaranteeing 
deposits of urban banks may be considered; 

(i) well run urban banks should be allowed to 
receive the investment of surplus funds of 
local bodies, educational institutions etc. 
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|v>;) and restrictions in this regard if any 
should be removed; 

(j) while considering permitting commercial, 
banks to open branches, the capacity of 
the urban cooperative bank in the area 
or its scope for development should be 
given due consideration, 

29. 3*43 As a rule, urban banks should be affiliated 

to the central cooperative banks except in 
areas where there are no central coopera¬ 
tive banks, where they may be directly 
linkedCdth apex banks. A certain amount of 
flexibility may be necessary due to the 
particular conditions of a locality. 

30 . 3*44 Jentral financing agencies should recognise 

the claims of urban banks as legitimate demands 
on them and it should be ensured that such 
banks are given the loans and overdrafts 
required from time to time. For this pur¬ 
pose, a special section should be created 
in the central financing agencies and the 
anex^cooperative banks to safeguard the 
interests of the non-agricultural- credit 
cooperative sector and representation should 
be given to this sector in the board of 
directors. Such sections should be speci¬ 
fically charged with the development cf 
non-agricultural credit societies. 

31. 3*45 The Reserve Bank of India, the State Bank 

3.46 of India or the Life Insurance Corporation 

may have to step in and extend necessary 
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51,No , Para Mc. D R e c emmen d at Ion 

credit facilities at reasonable rates of inte¬ 
rest j through regular financing agencies. The 
processes should be made as simple as Possible. 

32. 3*50 Where necessary the bylaws of urban bank 

should be amended to orevide for the require¬ 
ments of urban and semi urban areas e. g,small 
scale industry, housing etc. 

33 • 3.55 Urban banks should not normally lend for 

periods exceeding five years. Where however 
the surolus long term resources of any urban 
bank justify the granting of such loans, it 
may move the Registrar to address the 
government for relaxation of the rule. 

34. 3*56 Urban banks should go into the purpose for 

which loans are required, scrutinise their 
genuineness and, where possible, help the 
member to reduce his borrowings. For'this 
taks, a committee of members who could come 
from different areas or constituencies and 

may have personal knowledge of the borrow- 

* 

ing members, may be formed. The society may 
also consider saying to the creditors of the 
members directly, with his permission, in so 
far as it is practical, 

3 5. 3157 The lending policy of the urban bank should 

be more imaginative and should be in keep¬ 
ing with the programmes of economic deve¬ 
lopment. It should be production oriented 
and related to the repaying capacity of the 
borrower rather than security. 
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36. 


37. 


38. 


39. 


3.60 


3.61 

3.62 


3.63 


3.70 


In order to cover the risks offexpanding loan 
operations for industrial purposes, a scheme 
for guaranteeing bank loans to small scale 
industries has been in force since July I960. 
To bring urban banks within the scope of 
this scheme, either the state cooperative 
bank or the State Bank of India will have 
to fe&K participate in the loans to the 
required extent. State governments should 
select certain cooperative banks and try the 
scheme on a pilot badis. 

The scheme for the utilisation of the 

services of urban banks for channelling 

government loans for small scale industries 
should be implemented on a pilot basis. 

Urban banks should adopt a sufficiently 
diversified loaning system. In addition to 
loans to small industries, loans upto 
limited amounts on personal larger 

loans on mortgage of real property or 
security of negotiable instrumentsmay be 
made. Loans for consumption purposes 
should be largely connected with purposes 
promoting economic efficiency e.g. educa¬ 
tion, durable consumer goods etc. 

Arrangements for meeting requirements of 
long term loans in urban and -semi, urban 
areas should be made. Urban banks may 
open a separate section for giving long 
term loans on the security of houses. 
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40. 3-71 In order to raise long term resources, it would be 

■ necessary to obtain long term deposits. The 
Life Insurance Corporation should continue 
to give loans to such institutions on agreed 
conditions. It may be examined if the rate 
of interest could be more favourable. 

41. 3.72 Efforts are necessary on the part of urban banks 

to diversify their activities. They may provide 
the facility of withdrawal of deposits by cheques, 
arrange for remittance of funds, collect money 
due to their customers, undertake regular payments 
for them, arrange for safe custody of valuables 
discount bills and hundis or run chit funds. 

42. 3-73 The Reserve Bank of India may, after proper. 

scrutiny, either give licences to suitable urban 
banks to deal in foreign exchange or allow commer¬ 
cial banks to share the commission with ot&sfir urban 
banks so that the clients of the latter are not 
at a disadvantage. 

43. 3*74 The combination of trading with banking should 

be avoided. 

44<• 3*75 The Registrar should prescribe uniform standards 

regarding the limits upto which urban banks can 
keep cash in hand or deposit the cash with other 

banks. Proper arrangements for the safe custody 
of the cash should be made. 

45. 3.30 The Registrar, in consultation with the apex 

cooperative bank, may prescribe minimum qualifi¬ 
cations for the staff of employees of urban 
banks and service conditions should also be laid 
down. 

Managers of urban banks should take advantage of 
courses in cooperative banking organised by the 


46 


3.81 
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Committee on Cooperative Training. They may 
also avail of the courses held by the Indian 
Institute of Banking. 

47, 3#83 Inspection of urban banks should be under¬ 

taken at regular intervals. The machinery 
of the aoex/central cooperative banks or 
the state government entrusted with inspec¬ 
tions should be strengthened, if required, 
and it should be ensured that effective 
and educatteS inspection i3 carried cut, 

48. 3#84 The resucnsibility of supervision should be 

with the central financing agencies and 
the~e should be a phased programme for 
transferring the responsibility to them. 
However, whether it is with the department 
or with the central cooperative 
banks, systematic arrangements for contin¬ 
uous and effective supervision must be made. 
Thenorms for appointment of supervisors 
recommended by the Committee on Cooperative 
administration may be accented, 

49# 3.85 The norms recommended by the Committee on 

Cooperative Administration for appointment 
of auditors may be accepted. Audit of 
bigger institutions may be entrusted to 
professional auditors, of whom a panel 
may be approved by the state government. 

It should be ensured that audit is 
completed so as to enable urban banks 
to hold the general body meeting within 
three months of the close of the coopera¬ 
tive year. In large institutions, con- 
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^gP^0>yeeg..,cooperati ve credit societies 
'" J 4.6 A review of all employing organisations may 

be carried out with the objective of cover¬ 
ing all institutions having more than 200 
to 300 employees in the initial stages. By 


51 4.7 


52 4.8 


53 4.9 


the end of the fourth plan, every organisa¬ 
tion with more than 50 employees and every 
®ill or factory should have an employees 
cooperative credit society. 

Normally, each institution should have a 
separate society. Institutions having more 
than one large department or branch or 
having an area of jurisdiction extending 
beyond one town may find it necessary to 
organise separate societies for branches 
or departments. 

Efforts should be made to enroll all eligi¬ 
ble members requiring the facilities of the 
society as, its members. 

Normally, membership should be thrown open 
to all permanent or quasi permanent 

i* 

employees and personpfiaving served a 
a minimum specified period which would 
indicate that they would be eventually 
confirmed. They may also be given loans 
and confirmed employees may stand sureties. 
The membership ofretired employees may be 
continued till their liabil5ties to the 


society are discharged. 

54. 4.10 Societies should be open to all classes 

of employees and no distinction should be 
made on the basis of category or grade. 
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81 .N o, FeraJJo. 


Recogmen datlon 


55. 4.11 


56 4.12 


57 4.13 


58 4.14 



If more than one society is necessary in a 
very large undertaking, separate societies 
should be set up on the basis of area or 
branch rather than of class. 

Trade unions have an important role tc play 
in the promotion and organisation of coope¬ 
ratives of employees. However, membership/ 
services should not be restricted to 
trade union members, 

.audit should be completed within a speci¬ 
fied period after the end of the coopera¬ 
tive year and the general body meeting 
should be called immediately thereafter 
as suggested for urban cooperative banks. 

A society with 15,OCef or more members or 
with an area extending beyond a town may 
hold its annual general body meetings 
under the delegate system. 

Educational programmes similar tc those 
'*• ■ , J *’ r -^ ra<- . «nhmi-g xJ.urbam epopera- 
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67. 4.22 Societies should introduce a compulsory thrift 

deposit fund which may be constituted by deduc¬ 
tions from payAt the -ates suggested by the 
Railway Board. 

68, 4.23 Normally, the fund should not be withdrawable 

except when a member leaves the society or on 
his death. Where a member gives up his member¬ 
ship and withdraws his deposits, he should not 
be allowed to rejoin until after a specific 


nori r.H r.y* -1 1 le ^ 


- J x i_ 
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education,ef members has importance in 
• this connection.- 

62 4.15 The educational oregramme for members should 

be extended to directors. In addition,*®: 
seminars and workshops for directors of 
.societies may bd organised. 

63. 4.16 In no case should the Registrar of Couoera- 

4.17 tive 3c<ci eties or the state government nomi¬ 
nate. directors. 

64 . 4.17 Where a society desir*s to associate the 

management with its working, with a view 
tc, securing' certain advantages, it should 
be ' possible to do so by .taking necessary 
nrovision in the bylaws. The bylaws should 
however specify that this arrangement 
should exist only in the initial stages and 
should be limited tc, a oeriod of about 
three years-. 

t t - w 

65 . 4.20 Th value of shares is normally fts.10 which 

appears reasonable. When necessary, this 
can be deducted in instalments from the nay 
c,f the employee. 

66. 4.20 In some states, members are allowed to, pur¬ 

chase only t. very limited number of shares 
under the act „r the bylaws. Excessive 

restrictions should be relaxed in order to 

-\ 

• encourage members to invest in shares and 
thereby increase the capital base of the 
sc-cl ety. 
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67. 4.22 


68. 4.23 


69. 4.24 


Societies, should introduce a compulsory thrift 
deposit fund which may be constituted by deduc¬ 
tions from payAt the -ates suggested by the 
Railway Board. 

Normally, the fund should not be withdrawable 
except when a member leaves the society or on 
his death. Where a member gives up his member- 
shin and withdraws his deposits, he should not 
be allowed to rejoin until after a specific 
period or until he has ^edeoosited the money 
drawn. 

In order to safeguard the thrift deposit fund 
from attachment necessary provision should be 
made in the state'cooperative societies acts 
on the lin<=s of section 31 of the Maharashtra 
Cooperative Societies act, I960. 


70. 4.25 


71 4.26 


Societies should encourage savings and aug¬ 
ment their capital by introducing different 
types of savings and deposit schemes. 

Deposits may also be taken from ex memberSj 
temporary employees, relatives of members 
etc. 

In order to encourage the formation of capital 
it may be considered whether the dividend 
earned by the members, in part or in whole, ' 
in the initial stages or regularly, could 
be placed in a special savings account. 

This, with accumulated interest, may be 
made available to the member after a 
specified period or when he leaves the 
society or to his family on his death. 
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Rec ormendat ic n 


72. 4.27 

73. 4*28 


74. 4.28 

75. 4.29 


76. 4-30 


77. 4.31 


Emolcyers should deposit their ’funds with the 
st cieties as far as possible. 

The societies should,as a normal rule, be 
affiliated to the central cooperative bank or 

» 

where the^e is no central cooperative bank to 

the apex cooperative bank. In exceptional 

cases only, and with the permission of the 

Registrar of Cooperative Societies and the 

apex cooperative bank, it nay be affiliated 

directly to the aoex bank. 

Central financial agencies should recognise 
the 

the claims o^/societies as legitimate and 
give them reasonable credit facilities when¬ 
ever necessary. 

The societies should normally use central 
cooperative banks as their bankers. Such 
long term investments as the societies may 
be in a position to make should Dreferably 
be in the form of debentures floated by 
central land mortgage banks. 

Wherever necessary, the employers or govern¬ 
ment should make a working capital loan upto 
Rs.15j 000 available-tc the societies at a' 
reasonable -ate of interest, payable in 10 
years. This may be made contingent Pn a 
orovision in the bylaws of the society for 
comou-lsory thrift deposits. 

Registrars should review the position regardr¬ 
ing the standards of fluid resources and 
prescribe,and enforce the rate of fluid 
resources on the lines suggested by the Study 
Groun on Cooperatives under Railways and Posts 
and Telegranhs Deoartment. 
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73 . 


79. 


80 . 


81 . 


4.31 


4.35 


4.36 


4.37 


The lendings of the societies should be more 
closely related to the euroose and to the 
repaying capacity of the member. The loan 
asdic at ion should be detailed and indicate, 
among other things, the ournose for which 
borrowing is necessary and also previous 
commitments. There should be careful scru¬ 
tiny of the correctness of the statement. 
Members of the managing committee may make 
discreet enquiries or there may be a 
committee of members to scrutinise the 
applications and recommend whether the 

loan shculd be given and whether the amount 

be 

would/within the repaying capacity. The 
members of the committee may represent 
different branches sc as to have some per¬ 
sonal knowledge cf the loan applicants. 

There should be scrutiny of the manner in 
which the loan OAcaaSfci has been spent. It 
may be possible in certain cases for a 
society to make nayments direct to the 
creditors with the permission of the member. 
Societies should review the rates of inte¬ 
rest charged on loans from time to time to 
keep them reasonable. The quantum of 
monthly instalments should not exceed a 
certain .percentage e. g. ordinarily one 
third of the basic pay. 

Demands for increase of the maximum amount 
of loan or of the number of instalments in 
which it she uld be repaid, should be exa¬ 
mined carefully by the managing committee 
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before.agreeing to any relaxation. Larger 
loans may lead to increase in the indebtedness 
of the member and exhaust his repaying capa¬ 
city. Loans for longer Periods would also 
have to be covered by long term resources. 

$2. 4.3& all societies -may consider having' a provision 

• for emergency loans to meet the needs of the 
members for emergent purposes. 

13. 4.39 .ill steps should be taken to see that loans 

are sanctioned without delay. The managing 
committee should meet regularly to sanction 
the loans or, if this is not possible, it 
should delegate the function to a sub 
committee of the managing committee. 

34. 4.40 Generally, various state cooperative socie- 

4.41 ties acts or rules include a provision where- 

4.42 by, on execution of the requisite agreement, 
the employer is legally bound, if so 
required by the society, to make deductions 
of the society's du^s from his employee's 
salary bills, a certain amount of difficulty 
arises in the case of societies whosaiatBsatowre 
may be transferred outside the state.' A 
multi unit society would be able to recover 
the dues from the .debtor residing in any 
other state to which its objects extend. In 
the case of other societies, state governments 
should have suitable provision included In the 
state cooperative societies acts to the -effect 
that the existing provision relating to 

'■ deductions "•■■from salary to such a society's 
claim would be made applicable also to other 


states. 


Instead, of the society running a consumer 
store, it would be advisable to set up a separate 
consumers store which can be assisted 
under one cf the schemes of the Govern¬ 
ment of India. 

The societies may however (a) grant loans 
to members for placing the money as trade 
deposits in the consumers cooperative 
stores, (b) make arrangement with the 
consumer stores under which an authorisa¬ 
tion may be given to a member to Purchase 
consumer goods on credit, the amount being 
debited against him as a loan by the 
credit society to be repaid in convenient 
instalments. 'Where such arrangements are 
made with private delaers, it should be 
ensured that they are recognised dealers 
charging fixed orices4nd that there is 
no possibility of favouritism or malprac¬ 
tice. 

Provision of housing facilities is not 
the legitimate function of credit socie¬ 
ty es as such operations require long term 
investment and are likely to benefit only 
a small number of members. Separate 
housing cooperatives can be set up for the 
purpose. Employees cooperative credit 
societies can advance loans for the build¬ 
ing or repairing of houses provided they 
are repaid within& stipulated pericd. 
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39. 4.46 The undertaking of welfare work should be an 

objective mentioned specifically in the bylaws 
of cooperative societies. part of the 
profits should set aside for welfare acti¬ 
vities such as (a) societies may secure life 
insurance business from its members as agents 
of the Life Insurance Corporation. The amounts 
earned by way of commission may be kept in a 
fund for welfare activities; (b) holiday homes 
may be purchased for the members. It should 
be ensured that full use will be made of the 
homes; (c) educational schemes should have 
a priority - free bocks, scholarship etc. may 
be given to children of needy members; (d) 
training programmes for the families of the 
employees in crafts or skills, which would 
heln in augmenting their income, may be orga¬ 
nised; (e) libraries may be maintained, 
recreational activities undertaken, (f) a 
bureau of trained experts for giving advice 

on low, medicine, etc. CC/U ]_b be maintained 

(g ) interest free loans or grants may be 
given in cases of distress. 

90. 4.47 The possibility of entrusting the collection 

arid running of benevolent funds to employees 
cooperative credit societies may be exa¬ 
mined and any contributions or loans given 
by the employers for the purpose may be 
made to the society. 

91 4.49 Employers should make minimum staff avail¬ 

able to the societies in the initial stages 
for about three years or Provide managerial 
subsidy. 
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92 4.50 Short term courses may be held for the staff 

of the societies in regional training centres. 
It -would be helpful if they could be shown 
some successful employees cooperative credit 
societies. 

93 • 4*51 The staff <. f the societies should have nay 

and service ccnditic ns commensurate with that 
of the members from their employers. There 
should be a regular code for recruitment and 
service conditions. 

94. -4.52 In Madras, employees of cooperatives have 

organised a separate credit society. This 
may not be practical in all towns. Therefore, 
the staff of the society may be eligible to 
become nembers and to borrow, with such 
safeguards as may be necessary. 

9 5. Recommendations relating to inspection, 

'supervision and audit in respect of urban 
cooperative banks .may also be implemented for 
employe* s cooperative credit societies. 

9$. 4.54 Employers should give certain assistance and 

facilities to societies i.e.(a) they should 
be recognised as an essential part of the 
welfare activities of the undertaking and a 

sympathetic and helpful attitude should be 
adopted^.(b) adequate furnished accommoda¬ 
tion should be provided together with free 
electricity, water, etc. (c) for the initial 
Period of three years, clerical assistance 
may be made available or managerial subsidy 
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provided; (d) working capital loan upto 
Rs,15,000 free of interest may be given to 
new societies, to be recovered in a 
period of 10 years; (e) deductions from 
the pay sheets of members of dues of the 
society should be effected. No commis¬ 
sion should be charged^©# this. Recoveries 
should be made over to the society by idssx 
cheque rather than by liquid cash where 
the society so desires; (f) the managing 
committee members etc. may be allowed to 
absent themselves for attending society 
meetings, touring etc. They may be 
allowed to use departmental transport 
where available, on normal or concessional 
rates. 

97 1.55 Labour/welfare officers may be given short 

orientation courses in cooperation and its 

aoplication'- to employees or workshops or 
may be 

senrnars jlield. Schools of social work 

and labour management institutes should 

* 

have a cours e on cooperation with reference 
to its application to employees and 
labourers. 

P romotion of non-agricultural credit cooperatives 
r i 5*6 The promotion of non-agricultural credit 

societies should be taken up on an effec¬ 
tive and systematic basis. By the end 
of fourth plan coverage should 'ncrease to 
50 per cent of the urban population i.e. 
there should be about 105 lakh members of 

annVi csr.r*T a+A oc* . 
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99 5.7 Each town should be covered with at 

least one urban cooperative bank and... 
townswith a population of more than 
one lakh may have more than one urban 
cooperative bank i.e. there should be 
a little over 3*000 urban cooperative 
banks at the end of the fourth plan. 

100 5.7 Immediate steps should be taken for forming, 

an employees cooperative credit society in 
each organisation with 200 to 300 employees 
and, by the end of the fourth plan, every 
organisation with more than 50 employees 
may be covered. 

101 5.7 Other types cf non-agricultural credit 

societies should continue to provide for 
the non-agricultural population. 

102 5-8 Where a certain amount of concentrated 

and -intensive development has taken place, 
federations may be set up. They’d may be 
allowed to come up as the natural outcome 
of the needs of the societies and at a 
time when they would be able to support 
such organisations to at least a certain 
extent. ■; No targets need therefore be 
set for their organisation. 

103 5.9 The burden of promotion of non-agricultural 

credit societies should fall on the state 
cooperative unions and the apex cooperative 


banks. For a considerable time, the 
Registrar will have to shoulder the major 
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responsibility in this regard. His office may 
therefore be strengthened and a Joint Registrar 
or a Deputy Registrar' appointed in each state 
specifically for the purpose of the regulation 
and development of the non-agricultural 
credit sector, with necessary staff under him. 

104 5.10 As an immediate step, a committee should be 

formed in each state consisting of the Regis¬ 
ter of Cooperative Societies(or the Joint 
Registrar or Deputy Registrar in charge of 

x 

non-agricultural credit societies) and repre¬ 
sentatives of the state cooperative union and 

the state cooperative bank. The functions 

\ 

of this committee will be (a) to assess the 
working of non-agricultural credit societies, 

(b) to lay down a programme of weeding out 
such institutions as cannot be strengthened, 

(c) to formulate a state olan for the orga¬ 
nisation of non-agricultural credit socie¬ 
ties and expansion of the membership and 

* 

activities on the lines recommended by us, 

(d) to take steps to see that all concerned 
organisations play their part in the implemen¬ 
tation of the plan,and (e) to carry out 
annual reviews of the progress of cooperatives 
in the non-agricultural credit sector. 
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Append i x I 


o he puolished in the next issue-~of “the^azette-ofSLndie 
art I - Section I) 


Government- of India 

Ministry of Community Development and Cooperation 
(Department of Cooperation) 


Krishi Bhavan, 

New Delhi, the 31st May, 1963, 

10th Jyaistha, 1865, 


NOTIFICATION 


No,8-5/65-0oord , 

Non-agri cultural credit societies consi<rt.fcgg of 
urban cooperative banks and employees credit societies have 
made remarkable progress in seme states bat the development 
of such societies in the country has been, uneven. These 
societies are the most suitable agencies for serving the 
credit needs of the urban middle-class and there is 
considerable scope for expanding their activity. It has 
therefore been decided to appoint a study group to examine 
the working of cooperatives in the non-agfiicultural credit 
sector and to suggest measures to ensure their sound and 
speedy growth. 

. lb®--study- -group-will'consist of the following 

1. Shri V »P« Varde, ... * Ohaiiman 

Chairman, 

Sarswat Cooperative Bank Ltd., 

Girgaum, Bombay. 

2. Dr. P. Natesan, .... Member 

Chairman, 

George Town Urban Cooperative 
Bank, Madras. 

3. 

4 . 


5. Shri Bejoy Krishna Goswami, .... " 

Secretary, 

Calcutta Telephone District 
Cooperative Society Ltd., 

Calcutta. 

6. Miss. Rom Mazunxiar, .... Membey--£eci-otax-y 

Deputy Secretary, 

Ministry of Community Development 
and Cooperation, 

New Delhi. 

Tbs terms of reference of the study group 
will be fuJ follows 

(a) to examine the present patterns of organisation 
and working of non-agrieultural credit societies 
including urban cooperative banks and employees 
credit societies; 


Shri P.R. Chakravarty, M.P. . 

Shri Bhoia Nath Chopra, 

Secretary, Railway Clearing 
Accounts Office, 

Employees Thrif t & Credit Society, 
Keshan Ganj, Delhi. ' 
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(b) to recomsnend specific Erasures for their 
promotion and'development on sound linesj 

(c) to indicate programmes and physical targets 
for the organisation of such cooperatives 
during the third and the fourth plan; and 


(d) to recon-end steps for close inter-relations hip 
between cooperatives in this field with other 
fields of cooperative activity a.g. the cooperative 
banking structure and industrial cooperatives. 

The study group may visit states for collecting 
information and for recording evidence of both officials and 
non-officials. 


Tho study group shall report as early as possible. 


To 


Sd/-’1.R. Bhide 

Secretary to the Government of Tndi 


The General 'Manager, 
Government of India Press, 
New Delhir 


Copy forwarded to:- 

1) All State Governments (Department of Cooperation) 

2) All Ministries and Departments of the Govt, of India. 

3) Lok Sabha Sectt,/Rajya Sabha Sectt./Department of 
Parliamentary.Affairs. 

4) Planning Commission, New Delhi. 

5) ?<aserve Rank .of India, Bombay-1, 

6) State Bank of India, Borabay-1. 

7 ) All Members of the Committee. 

8) All Officers in the Deptt, of Cooperation, 


Sd/- R. Mazumdar 

Deputy Secretary to tho6ovt. of India. 




Appendix II 


QUESTIONNAIRE FOR COOPERATIVE URBAN BANKS 


What should, be the area of' operation 
of an Urban Bank? 

Should it capprise of the entire 
urban area or be restricted to 
certain divisions on population 
or other basis? 

Is thtehaikfcy. overlapping of the 
•jurisdiction .of more than one 
urh-n bank? 

If so, how can such overlapping 
be avoided? 

* r h..-t is the composition of membership? 

What are the classifications and 
the particulars and privileges 
of each, plass? 

What percentage of population in 
the area of operation is served? 

What should be the value of each 
share? What is the maximum 
number of shares that could bo 
allotted to each member? 

Do you consider such restriction 
is necessary? 

Gould you offer any other suggestion 
to strengthen the share capital? 

How are general meetings of the 
members, held? 

If the membership is unwieldy, do 
you think a representative gen»£41 
body consisting of elected 
members from several groups based 
on regions or other criteria 
could be empowered with all or some 
of tho powers of the general body? 

What should be the quorum for the 
general body meeting? 

What should be the minimum number 
of members to sign the requisition 
to call an extraordinary general 
meeting? 

What should be the composition 
of tho Board of Directors? 



«• large number of persons having . 
a snail stake in a bank because 
of purchase of a share or shares 
have a controlling voice over the 
funds of the depositors* What 
measures would you suggest to 
safeguard the interest of the 
depositors? In what way can an 
effective voice' be given to the 
depositor in the management? 

Should a percentage of the managing 
committee be reserved for 
members holding a certain amount 
of deposits? If so, what percentage 
-.nd what amount would you- suggest? 

State upto what extent delegation- 
of powers of the general meeting 
should be nv.do in favour of the 
3o;-rd of Diroctors? H 0 w often 
should the meetings be held? 


Should all the members of the 
committee be elected4t the same 
time or should a percentage 
retire every year and election 
hold for the retiring-directors 
alone? 'What would you suggest 
for filling up interim vacancies? 

Should it be done by election or 
co-option? * 

What are the other functions you 
would suggest for an urban bank 
to make it more popular, besides 
accepting deposits? 

Does the bank provide facilities 
such as withdrawal of deposits by 
cheques, remittance of funds, 
collection of cheques? 

Is discounting of bills done? 

What are the various types of 
deposits tapped to build up working 
capital? Are you able to tap 
sufficient deposits to meet the 
loan requirements of members? If 
not, how do you manage to Satisfy 
the needs of your members? 


Suggest ways and means for 
tapping more deposits. Kxanine 
whether the iatreduction of daily 
deposits and Chit Fund Scheme 
is feasible. 

What are the rates of interest 
offered on various kinds of 
deposits for various periods? 

Do you feel that the rates are 
attractive enough to canvass deposits? 



Is there any competition for 
deposits from. 

(a) joint stock banks, 

(b) central cooperative banks, and 

(c) other urban cooperative banks. 

What measures would you suggest 
to counteract such competitions 

Should Government or the Reserve 
Bank of India take any steps 
in this direction? 

What should be the periods and 
rate of interest for fixed and 
recurring deposits? 


Is Governiamt guarantee for 
deposits necessary? 

kre the financing agencies able 
to satisfy your requirements, 
and if so, to what extent? 

If the financing bank is not able 
to meet the requirements what is 
the alternative suggestion for 
obtaining funds? 

Bo you consider the restriction 
to borrow not exceeding the lending 
rate of the Central Bank desirable? 
G t a t «3 rea s ons. 


What is the present maximum borrowing 
ii^it for the bank? Do you suggest 
any alteration? If so why? 

Is the maximum borrowing power a 
limiting factor in obtaining 
the required funds from the ’ 

Central Bank? Is there any 
difficulty in enhancing it suitably? 


Are your funds permanently in 
surplus over the needs of the members? 
If So, what arrangements have you 
made to invest the surplus funds? 

What is the standard and form of 
fluid resources to be maintained? 

Do you suggest any changes? 

How many types of loans are 
given? 

What is their purpose? 
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27. 


28. 


29 . 

30. 

31. 

32. 

33. 


34. 


35. 


36 . 

37 . 


38 . 


On what security are leans 
advanced? Do they constitute 
any difficulty in obtaining 
loans? 

What is the individual maximum 
borrowing power in respect of 
different types of loans and how is. 
this arrived at? e.g. surety, 
mortgage, jewel, deposit, loans etc. 


State how tho borrowing of members 
cn sewral types of loans are 
linked with, their share capital. 

■That is the percentage of borrowing 
members to the total number of 
members? 


What is the average loan per 
member? 

Do you approve of the disbursement 
of loans by cheque or by cash? 

What is the normal time taken for 
the members to obtain different 
types of loans fron the urban 
bank? 

ax the time taken is in your opinion 
too long what changes in the 
procedure would you suggest to 
reduce the time lag? 

What are the rates of interest 
charged on loans? Is there any 
provision For charging penal 
interest in the event of default 
of payment of principal? 

If so, mention the rate. 

Do you think that tho present 
limit upto which surety loans 
arc given to members is adequate? 

- 

If ^ot, what enhancement in the 
limit would you suggest? ' 

Describe the mode of valuation of ; 
jewels and house properties. 

Arc th»ire4ny arrangements for the 
periodical revaluation of mortgaged 
properties? 

If not, why should it not be 
enforced? 

What is. the present period of 
repayment of different loans? 

Do you feel that the oerieds 
■ ro congenial for recovery? 

If not what should be the period 
of repayment for different types 
of loans? In case, the period 
is extended would it be possible 
to cope with the available resources? 
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39. What are the arrangements made for. 
exercising supervision over the 
utilisation of loans advanced to 
members? 

Gould this he improved? 

40. What are the arrangements (Bade for 
the recovery of loans advanced 

to members? 

Do you find efcbh arrangements 
effective? 

41. arc there overdues from the 
members? 

What is the present percentage of 
normal overdues? What are the 
reasons for the overdues? 

42. What are the steps taken for the 
recovery of overdues? Are they 
effective? If not, offer suggestions 
to make them effective. 

43. What are the arrangements made to 
safeguard the jewels in the custody 
of your bank? Are they adequate? 

Are the jewels 'periodically verified 
by the Directors? 

44. What is the maximum limit of cash 
in hand? What are the arrangements 
for safe custody? 

45. What is the margin between the 
borrowing and lending rate? Is it 

• sufficient to work out at a 
reasonable profit? 

46. What percentage is the cost of 
management to the working capital? 

47. Are the interests of the employees 
of the urban bank being safeguarded 
by the management? If so, what 
special steps are being taken 

to ensure proper service conditions, 
promotion to higher posts, provident 
fund, gratuity benefits, etc? 


48. Are all the employees appointed by 
the bank management? Is there 
any employee appointed from the 
Government? 

49. What should be the qualifications 
of the staff employed? 



What are the arrangements for the 
training of the staff in cooperative 
principles and procedure? Are • 
they sufficient? 

Do you approve of the scheme of 
organising a central service by 
the financing bank from which certain 
grades of officers of the urban 
bank may be drawn on foreign service 
terms? 


What are the existing arrangements 
f or the audit of the bank? 

What is the scale of audit fees? 

Do you have any suggestion to make 
with reference to audit? • 

What are the arrangements for (a) 
supervision, (b) inspection of the 
bank? 

Are they adequate or would you 
suggest improvements? 


Are thorr* arrangements made for 
effective internal checking of 
accounts with a view to ensure 
correct maintenance of accounts 
to prevent fraud? 

Is there or should there be a 
provision in the bylaws for creating 
a reserve for bad and doubtful 
debts and contributing to it out 
of net profits earned? 


Is there any provision in the 
presont State Cooperative Law 
restricting the progress of the 
urban banks? If so, what 
amendments would you suggest? 


Are there any house mortgage banks 
exclusively in your area? Do you 
think there is any competition 
between the two banks? If so what 
is the remedy? 

Do you require any assistance? If 
so state the nature of assistance 
required. 


What are the difficulties encountered 
in the working of the urban bank? 

What are the suggestions for 
improvement? 
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Appendix III 


QJ SSTIONNAIKS FOE G0QP5R-.TIVE EWPLQY3ES 1 SOCI.fflES 

PAST I 


1. What should, he the area of operation 
of the society? 

Is there any overlapping of the 
■jurisdiction of more than one 
society? 

If so, how can it bo avoided? 

Should there be more than one society 
for an office with a certain number 
say 5000 employees oris one society 
preferable? 

2. What is the composition of the 
membership? 

Are persons other than employees 
adiiiitted as members and if so what is 
their category? 

Should m embership be confined to 
employees or should it be extended 
to retired employees also? 

Should unconfirmed employees be also 
admitted as members? 

3. What is the percentage of membership 
to tho total number of employees? 

4. Is there any employees' union in the 
office? Should there be any relation¬ 
ship between the union and the society? 
Is there any need for the employees 

to be members ofihe union before 
boing admitted as a member of the 
society? 

5. What is the value of a share and 
number of shares which a member can 
own? 

6. ’,/hit is the liability of a member in 
case of any deficit in the assets of a 
society on liquidation? 

7. Hot/ should general meetings of the 
membors be held? 

Should it be on the basis of each 
share holder or constituency? 

Should voting be done by show of 
hands or by ballot? 

8. What should be the position of the 
Board of Directors/Wamging Committee? 
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Is there any provision for giving 
representation to different categories 
or departments? 

Tc what extent should delegation of 
powers of the general meeting be irrde 
in favour of the Ba.rd of Directors? 

9. Should a representative of the employers 
bo ex-officio chairmn of the society? 

? . What should be the olement of nomination 
by the employers? 

10. Should the Registrar of Cooperative 
Societies or nominee of the Cooperative 
Depart .-aunt be an ex-officio members 

of the society and of the Board? 

What is the present practice? . 

11. Is it necessary for the society to 
raise funds by way of loans from co¬ 
operative banks or carykhe society 
raise adequate finance in the shape of 
deposits? 

12. What should be the period and the rate 
of interest for different types of 
deposits? Are the rates attractive 
enough to canvass deposits? 

13. Is any guarantee on.deposits necessary? 

14. Should compulsory thrift deposits 

be deducted from the salaries of members? 
If so, are there, any arrangements for 
deduction of such deposits? 

What should be the scale of subscription 
for compulsory thrift fund? 

15 . Suggest ways and means for tapoing 
rrore deposits. Is the.introduction 
of a chit fund scheme feasible? 

15-. /.re financial agencies able to satisfy 
your requirements? 

If not what is the alternative for 
obtaining funds? 

x7, Do you suggest any alteration in the 

maximum borrowing power of the society? 

18 , What is the margin between the borrowing 
and lending rate? Is it sufficient 

to work at a reasonable profit? 

19 . Should there be an alteration in the 
maximum borrowing power of a member? 

29. Do you consider the restrictions to 
borrow not exceeding the lending rate 
of the central bank desirable? 

State reasons. 
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21. Is there any possibility of granting 
loans on the security of thrift 
deposits where the thrift depositor 
is not indebted-to the society either 
os principal borrower or as surety? 

aa. Do you consider the grant of pay security 
leuns recoverable in£ull froro the next 
month’s, salary necessary? 

^3. Do you consider the grant of more than on-: 
loan necessary? 

Suggest the intervening period between 
one loan and another and the maximum 
number of loans that a member can have 
set a time? 

•°4. Do you grant loans consolidating 

previous loan outstanding of a member 
who is not a defaulter? 

Is is desirable? 

25„ ..hat a®e the policies and procedures 
in regard to grant of surety loans? 

'Jhat should be the neriod of carpayments 
of surety loans? 

2o. Is there any case where loans were 
refused to members due to paucity 
of funds? 

2/, What is the procedure for disbursement 
of loans and what is the average time 
taken to disburse a loan? 

28. How many types of loans are given? What 
is their purpose, their duration and the 
interest they garry? 

h re an, machinery for supervision 
of utilisation of loans by 

(a) the society, 

(h) the employers, and 

(c) the cooperative depar_„.ent? 

3C. What is the procedure adopted for 
recovery of loans? 

-.re monthly demand lists prepared? 

31. ih- t is the procedure adopted in regard 
to recovery of loans on transfer of " 
employees? 

facilities for the deduction of 
instalment of loan available from the 
salaries of employees? 
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Dose the employer give sufficient 
priority to recovery of loans from-their' 
employees salary etc. when employees 
retire, resign or %oKilavise leave the 
service? 

Does the state cooperative law provide 
for compulsory recoveries of societies 
dues? Is there any provision for 
reciprocal execution of decrees between 
your and other states? 

Do you obtain security from the 
employees of your society? Give 
details. 

Does the society give loans to members 
for making trade deposits in consumers 
stores or honour credit chits of 
approved consumers stores or recognised 
dealers? 

Is there any difficulty in this regard? 

Should the society finance the staff 
of cooperative stores,, cooperative 
housing societies, etc. ? 

Is it running a consumer store or 
fair price shop? 

If so, give ddtailsj 

What type of business other than eredit 
is being done or should be done by the 
society? 

Should the society undertake deposit 
and normal banking business like 
Joint stock banks and commercial 
business to attract-capital? If s-o, upto 
what extent should such business be undertaken 

Would it be possible for the society to 
act as an agent of the Life Insurance 
Corporation and undertake life insurance 
business? 

Does the society take up welfare 

activities as a part of its work? 

* 

What should be the standard and form 
of the fluid cover to be maintained? 

What is the present arrangement for 
maintaining the fluid cover? 

If the society has surplus funds, hew 
are thoy being invested? Is this being 
dcaa profitably? 

Is any investment made in debentures 
of central lad mortgage banks? 
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47, Is the society affiliated to the 
State Cooperative Bank? 

48, What is the system for affective 
internal check withea view to 
ansuring proper maintenance of 
accounts? 

49, Do you obtain confirmation of assets 
and liabilities of members once a year? 

50, Do you issue receipts or passbooks or 
both to members for amount received 
from them? 

51, Whan was the society last audited? 

52, What is the arrangement for 

(a) audit, 

(b) supervision and 

(c) inspection of the working 
of the society? 

What improvements would you suggest? 

53, What should be the qualifications 

of the secretary, manager, accountant 
etc. of the society? 

What are the arrangements for training? 

54, What steps §re taken to safeguard the 
interests of the employes of the 
society by ensuring proper service 
conditions, promotion to higher posts 
provident fund benefits etc.? 

55, Is any assistance given by way of 
accormaodation by the employers or by 
the state government? 

56, Is any other form of assistance given 
by the employers or state government 
such as (a) share capital contribution 
(b) managerial assistance, (c) working 
capital loans, (d) other amenities 

and concessions? 

What assistance is required? 

57, Is there any possibility of creating 

a federation or federations of such 
societies? 

58, What are the difficulties encountered 
in the working of employees cooperative 
credit societies? 

59, What are your suggestions for improve¬ 
ment? 



- 143 - 

PART II 


1. Name of the society and date 
of registration. 

2. Area of operation. 

3. Objects of the society. 

4. Membership during the'' 

last three years 1959-60 1960-61 1961-62 

5. Owned Funds : 

(i) Paid up share capital 
C'ii) Reserve Fund 

6. Other Reserves and funds 

7. Borrowings: 

A. Deposits 
(i) Fixed 

(ii) Savings 

(iii) Current 

(iv) Compulsory Thrift 

(a) Members 

(b) Non-members 

B. lBorrowings from 

Cooperative 
Central Bank. 

C. Other borrowings 
(please specify' 

8. What is the rate of interest 
paid on deposits and 
borrowings? 

9. What is the maximum borrowing 
power of the society? 

10. What is the individual 
maximum borrowing power? 

What is the total indebtedness of 
a member by way of loan and 
surety? 

11. Business (Loans) (R S . in lakhs) 

1959-60 1960-61 1961-62 

(a) Amount outstanding 
at the beginning of 
the year. 


(b)' Amount advanced during 
the year. 
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(Rs. in lakhs) 

1959-60 1960-61 1961-62 

(c) Amount recovered qui^. 
the year. 

(d) Amount outstanding 
at the end of the 
year. 

(e) Amount overdue at the end 
of the joar. 

(f) Of the figure in column (c) 
above: 

(i) Overdue for over one year 

(ii) Overdue for over three 
years. 

(iii) Overdue for over 
years. 

(g) Percentage of overdues to: 

(i) Demand 

(ii) Outstandings 

12. Percents-e of borrowing members 
to the members. 

13. Average loan per member. 

14. Nature of security taken for 
the loans. 

15. fete of interest; charged from 
borrowers. 

16. What is the period for which 
loans are sanctioned? 

17. Are loans issued on other than 
personal security? 

18. Profit earned or loss sustained 
during the past three years. 



APPENDIX - IV 


PERSONS AND INSTITUTIONS FROM WHOM REPLIES WEES 
RECEIVED TO THE JUEGTIONNAIRES . 


Employees Co-operative Credit Societies 


1* The Ernakulam Government Servants Cooperative Society Ltd*, 
Ernakularru 

2. The Simpson & Group Companies Employees' .Cooperative 
Credit Society Ltd., Madras* 

3. Gun Carriage Factory Cooperative Society Ltd., Jabalpur. 

4. The Calcutta Tramways Employees' Cooperative Credit 
3 ocioty L+ d., Gnlcutta. 

5. E.& N.F. Railway Cooperative Credit Society Ltd., Calcutta. 

8 . The Bombay Mint Cooperative Credit Society Ltd., Bombay.. 

7. Educational Department Servants' Cooperative Credit 
Society Ltd., Nasik. 

8. Thrift & Credit Society, Education Department, Fnridkot.. 

9. The Dunlop Factory Employees' Cooperative Credit Society. Ltd. 
Sahnganj. 

10. Satara District School Board, North Division,.Primary 
Teachers Sahakari Bank Ltd., Satara. 

11. The Tisco Utkal Friends Cooperative Society Ltd., 

Jamshedpur. 

12. The Madras Corporation Officials' Cooperative Bank Ltd., 
Madras. 

13. Bombay City Police Cooperative Credit Society Ltd., Bombay. 

14. Nandurbar Municipal Servants' Cooperative Credit Society 
Ltd., Nandurbar. 

15. The Calcutta University Cooperative Credit Society Ltd., 
Calcutta. 

‘ 16. The Madras State Transport Department Employees Cooperative 
Thrift and Credit Society Ltd., Madras. 

17. The Tisco Open Hearth Cooperative Credit Society Ltd., 
Jamshedpur. 

18. The Anantapur District Public Servants Cooperative 
Society Ltd., Anantapur. 

19. Shree 3aj pan Mills Employees Cooperative Society Ltd,, 

Ratlam. 

20. Martin Burn's Cooperative Credit Society Ltd., Calcutta. 

?1. The Andrew Yule's Cooperative Credit Society Ltd., Calcutta. 
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22. Bhnndari Kamge.r Sahkari Sanstha Ltd., Indore. 

23. Tho Bilaspur Cooperative Employees Thrift Society Ltd., 

Bilaspur. s 

24. Burmah-Shell Employees' Cooperative Society Ltd., Madras. 

25. The Bihar Police Cooperative Bank Ltd., Patna. 

26. The Tisco Mills Combined Cooperative Credit Society Ltd., 
Jamshedpur. 

27. The- Hindustan Shipyard Staff Cooperative Society Ltd., 
Visakhapatnnm. 

28. Kilburn Employees Cooporative Credit Society Ltd., Calcutta. 

29. The Finlay Mills Employees 1 Cooperative Credit Society Ltd., 
Bombay. 

30. E.&N.E. Railway Junior Cooperative Credit Society Ltd., 
Sealdah, Calcutta. 

31-. Cochin Naval Base Civilian Employees Cooporative Credit 
Society Ltd., Cochin. 

32. Air Corporations Employees' Cooperative Bank Ltd., Bombay. 

33. The Treasury Buildings Cooperative Society Ltd., Calcutta. 

34. The North Railway Cooperative Credit Society Bikaner Division 
Ltd., Bikaner, 

35. Elgin Mills Workers Cooperative Society Ltd., Kanpur. 

36. The Vizagapatam Port Employees' Cooperative Society Ltd., 
Visakhapatnnm. 

37. Central Bank of India Employees' Cooperative Society Ltd., 
Oalcutta. 

38. The Telco Cooperative Society Ltd,, Jamshedpur. 

39. South Eastern Railway Employees' Cooperative Hrfean Bhhk Ltd., 
Calcutta. 

40. The State Bank of India Staff Association Cooperative 
Society Ltd., Calcutta. 

41. East Indian Railway Employees 1 Cooperative Credit Societv Ltd., 
Calcutta. 

42. The R.M.3. (South Division) Cooperative Credit Society Ltd., 
Si-lchar. 

43. Gauhati Politechnic Employees Cooperative Thrift & Credit 
Society Ltd., Gauhati. 

44. The Majoor Sahakari Bank Ltd., Lhmedabad. 

45. Sibsagar Government Aided Bezbaruah High School Cooperative 
Lank Ltd., 

46. Assam Oil Company Indisn^taff Cooperative Society Ltd. 

47. Railway Employees Cooperative Society Ltd., Jaipur. 
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48. The Posts & Telegraphs Accounts Cooperative Credit 
Society Ltd., Calcutta, 

49. Hubli Municipal Borough Employees Cooperative Society Ltd., 
Hubli, 

50. The Rajasthan Rajya Karmachari Sahakari Samiti Ltd., 

Kctah. 

51. The Aircraft Employees' Union Cooperative Society Ltd., 
Bangalore, 

52. The Andhra Secretariat Staff Cooperative Society Ltd,, 

Hyderabad. 

53. T^e Hindustan Shipyard Labourers Cooperative Thrift 
& Credit Society Ltd., Visakhapatnam, 

\ 

54. I.L.T.D. Co. Staff Cooperative Society Ltd,, Chirala 

55. The Government Press Employees' Cooperative Credit 
Society Ltd. 

56. Hungund Taluka Primary Teachers 1 Cooperative Credit 
Society |td., Dist. Bijapur. 

57. Coorg District Police Departmental Staffs' Cooperative 
Credit Society ltd., Mercara. 

58. Tripura Government Employees’ Cooperative Credit Society' 
Ltd., Tripura, 

59. Agartala Telephone Employees t-Cooperative Credit Society 
Ltd., Agartala. 

60. Agartala Radio Employees' Cooperative Credit Society Ltd. 

61. The Govt, Employees Sonamura,Cooperative Credit Society Ltd, 

62. Belonia Govt, Empioy^gg Cooperative Credit Society Ltd, 

63. Kailashahar Govt. Employees Cooperative Credit Society Ltd, 

64. The Kanara Ceremics Ltd., Employees Cooperative Society Ltd. 

65. Lokanath Workers & Employees Cooperative Society Ltd. 

66. Tellicherry Public Servants' Cooperative Society Ltd. 

67. The Cannanore Public Servants' Cooperative Society Ltd, 

68. Cannanore Municipal Employees Cooperative Society Ltd. 

69. Cannanore Cantonment Fund Employees Cooperative Society Ltd. 

70. Central Goconut Research Station Kasaragod Employees 
Cooperative Society. 

71. The Cannanore Municipal Inferior Employees Society Ltd. 

72. Sherthallai Government Servants' Cooperative Society Ltd. 



Urban Cooperp.t3.v9 Banks 


1, The Palghat Cooperative Urban Bank Ltd., Palghat. 


2 . 


3. 

4. 

5. 

6 . 

7. 

8 . 


9. 


10 . 


11 . 

12 . 

13. 

14. 

15. 

16. 

17. 

18. 

19. 

20 . 
21 . 
22 . 


23. 

24. 

25. 

26. 

27. 

28. 
29. 

x •> 
*-*-» -» 

31. 

32. 


The Coonoor Cooperative Urban Bank Ltd., Coonoor. 

The Salem Urban Cooperative Bank Ltd., Salem, 

The Calicut Cooperative.Urban Bank Ltd., Calicut. 

"*he Guntur Cooperative Urban Bank Ltd., Guntur. 

The George Town Cooperative Bank ltd,., Madras. 

The Cambay Hindu Merchants' Cooperative 3ank Ltd., Cambay. 

The Aska Cooperative Urban Bank Ltd,, Aska, 

The Satyamangalam Cooperative Urban Ltd,, 3atyamangalam. 
Friends Union Cooperative Bank Ltd,, Suri, 

The Puri Urban Cooperative Bank Ltd., Puri., 

The Khanapur Cooperative Urban Bank Ltd., Khanapur. 

The Berhampur Cooperative Urban Sink Ltd., Berhampur. 

The Tirupati Cooperative Town Bank Ltd,, Tirupati. 

The Gcrteik Urban Cooperative Credit Bank Ltd., Gofcik. 

The Pollachi Cooperative Urban Bank, Ltd., Pollachi. 

The Mannargudi Cooperative Urban Bank Ltd., Mannargudi. 

The Vizagapatam Cooperative Bank Ltd., Visakhapatnam. 

The Basavangudi Cooperative Society Ltd., Bangalore. 

The Urban Cooperative Bank Ltd., Ajmer. 

The Nakodar Hindu Cooperative Bank Ltd., Uakodar. 

The Bangalore City Cooperative Bank Ltd., Bangalore. 

f 

The Grain Merchants’ Cooperative Bank Ltd., Bangalore. 

Urban 

The Durga Cooperative/Bank Ltd., Vijayawada. 

The Coimbatore City Cooperative Bank Ltd., Coimbatore. 

The Joy&agar Mozilpur People's Bank Ltd,, J cynagar-MoziIpur, 
The Vizianagram Cooperative Bank Ltd., Vizianagisara. 

The Cuttack Cooperative Urban Bank Ltd,, Guttack, 

The Baroda City Cooperative Bank Ltd., Baroda. 

Janata Sahakari Bank Ltd,, Poona, 

Contax Cooperative Bank Ltd., Contai. 

The Nicholson Cooperative Town Bank Ltd., ^hanjavur. 
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33, Anantapur Gooperatine Town Bank Ltd,., Anantapur, 

34, The Bishnupur Town Cooperative Bank Ltd., Bishnupur. 

35, The Pudukkottai Town Bank Ltd,, Pudukkottai. 

36, Urban Cooperative Bank Ltd,, Sangli. 

37, The Saify Commercial Cooperative Bank Ltd,, Mandsaur. 

38, The Nellore Cooperative Urban Bank Ltd,, Nellore. 

39, The Cooperative Town Bank Ltd,, Chittoor, 

40, The Mayuram Cooperative Urban Bank Ltd., Mayuram. 

41, The Maharashtra State Cooperative Bank's Association 
Ltd., Fort, Bombay, 

42, Sirsi Urban Cooperative Credit Bank Ltd,, Sirsi. 

43, The Bari os. da Urban Cooperative Bank Ltd,, Baripada, 

44, The Bijapur Shri Shiddheshwar Urban Cooperative Bank Ltd., 
Bijapur. 

45, The Surat People's Cooperative Bank Ltd,, Surat. 

46, Uatnagiri Urban Cooperative Bank Lt|d., Ratnagiri. 

47, The Poona Merchants 1 Cooperative Bank Ltd., Poona. 

48, The Shibpur Cooperative Bank Ltd,, Shibpur. 

49, The Mysore Cooperative Society Ltd., Mysore, 

50, The City Cooperative Bank Ltd., Mysore. 

51, The Nalbari T own Cooperative Bank Ltd., Nalbari. 

52, The Mi ratha Cooperative Credit Bank Ltd., Belgaum. 

53, Silchar Town Cooperative Bank Ltd., Silchar, 

54, The Prudential Cooperative Urban Bank Ltd., Secunderabad, 

55, The Arya Vaishya Cooperative Credit 3ank Ltd., Hubli. 

56, The Urban Cooperative Bank Ltd,, Jaiour, 

57, The Mercantile Cooperative Bank Ltd., Jaipur, 

58, The Industrial Cooperative Bank Ltd,, Gauhati. 

59, Nagar District Urban Central Cooperative Bank Ltd., 
Ahmednagar, 

60, The Bombay Mercantile Cooperative Bank Ltd,, Bombay. 

61, The Saraswat Cooperative Bank Ltd., Bombay. 

62, T ho Manipur Cooperative Bank Ltd., Manipur. 
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Cooperative house mortgage banks 

1. The Kancheepuram Cooperative House Mortgage Bank Ltd., 

2. The Government Servants’ Cooperative House Mortgage Bank Ltd., 
Gopalapuram. 

3. The Madras Cooperative Central House Mortgage Bank Ltd., 

Madras. 

4. The Coimbatore Cooperative House Mortgage Bank Ltd., 

Coimbatore. 

Apex state cooperative banks 

1. Manipur State Cooperative Bank Ltd., Imphal, 

2. Tripura State Cooperative Bank Ltd.,, ,Agar&ala» 

3. Bihar State Cooperative Bank Ltd., Bihar. 

4; The Andhra Praddsh State Cooperative Bank Ltd,, Hyderabad, 

O thers 

1. Coal Mines Labour Welfare Organisation, Jagjiwan Nagar, DharhadJ. 

2. Ministry of Home Affairs, Govt, of India, New Delhi. 

3. Ministry of Labour and Smployment, New Delhi, 

Cooperative unions . 'T-i'fl -I^H 

1. The Jammu and Kashmir Cooperative Union Ltd., Jammu Taud. 

2. National Cooperative Union of India, New Delhi, 

State Governments 

1. Andhra Pradesh 
2« ^ssam. 

5. Bihar. 

4. Gujarat 

5. Maharashtra 

6. Madhya Pradesh 

7. Madras 

8. Mysore 

9. Orissa 

10. Punjab 

11. Rajasthan 

12. Uttar Pradesh 
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13. West Be rural. 

14. Kerala 

15. Delhi. 

16. Himachal Pradesh 

17. Maniour 

18. Trioura 


19. P ondicherry, 



APPENDIX - V 


INSTITUTIONS VISITED BY THE STUDY GROUP 


1. The Calcutta University Co-operative Credit Society, Ltd., 
Calcutta. 

2. The Co-operative Credit Society of the Com&issioners for the 
port of i'h® Calcutta, Ltd., Calcutta. 

3. The Mercantile Co-operative Society Ltd., Calcutta. 

Credit 

4. The Turner Co-operative/Society Limited, Calcutta. 

5. The Calcutta Police Co-operative Credit Society Limited, Calba-+.' 

6. The Martin Burn's Co-operative Credit Society Limited, Calcutta, 

7. The National Carbon Company Employees Co-operative Society 
Ltd., Calcutta. 

8. The Calcutta Reserve Bank Employees' Co-operative Credit 
Society Ltd., Calcutta. 

9. The Simpson and Croup Companies Employees’ Cooperative 
Gredit Society Limited, Madras. 

10. The Andhra Pradesh State Road Transport Corporation 
Employees Cooperative Credit Society Limited, Hyderabad. 

11. The Andhra Pradesh Secretariat Staff Co-operative Society Ltd.,, 
Hyderabad - Dn. 

12. The Bombay Dyeing & Manufacturing Company Ltd.(Spring Mills 
Ltd) Employees Cooperative Credit Society Ltd. 

13. The .Associated Cement Staff Co-operative Credit Society Ltd., 
Bombay. 

14. Burmah Shell Employees Thrift -1 Credit Society, New Delhi. 

15. The Ministry of Food & Agriculture, Co-operative Thrift 
& Credit Society Ltd., Krishi Bhavan, New Delhi. 

16. The Prudential Co-operative Urban Bank Ltd., Secunderabad. 

17. Big Kanchesouram Cooperative Town Bank Ltd., Kancheeouram. 

18. Little Kancheepuram Co-ooerative Urban Bank, Kancheeouram. 

19. The George Town Cooperative Bank Limited, Madras -1 

20. The Dhakuria Co-operative Credit Society Ltd., Dhakuria. 
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■AP?ENPIX-jT 

EXTRACT FROM THE REPORT OF ^HE SECOND WORKING GROUP ON 

INDUSTRIAL COOPERATIVES 

Follow!nu the recommendations of theCommittee set up 
in 1956 by the'Small Scale Industries Board to examine the 
question of utilising the services of urban cooperative 
banks to finance small, scale industries the Government 
had introduced a scheme to use their agency for routin' 
government loans. Under the scheme the state governments 
were requested to select a few urban cooperative banks for 
this purpose, subscribe to the shares of those of them which 
had a share capital of less than Jls.20,000 to the extent of 
the different between their existing paid ud capital and this 
amouftt, and place at their disposal government funds for being 
advanced to small indjjfetia lists at 5 f> interest per annum. It 
was agreed to pay a subsidy of 5% to the banks to cover the 
margin required by them for their overhead expenditure an^ to 
guarantee the losses if any incurred by them in respect of 
principal. The b"nks wore expected to meet short-term 
requirements of the small industrialists from out of their owr. 
funds. No subsidy was, h.owever, offered on the bank loans 
resulting in their having to charge two different rates of 
interest on the two.types of loans to the same party. The 
Committee had originally suggested selection of 400 urban 
cooperative banks including 47 new bunks that they had 
recommended to be set up under the scheme in those areas 
where the urban cooperative banks do not exist or were too 
weak. The Committee had also given criteria for selection 
namely concentration of small scale industries, availability 
of power and transport facilities, etc. 

This4cheme has operated to a very limited extent in 
certain parts- of Gujarat and Mysore only. Its 
implementation is virtually in abeyance. As a result of 
the recommendations made by the First Working Group on 
Industtial Cooperatives in regard-to the. promotion of 
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institutional finance for this sector through central 
financing agencies fend industrial cooperative banks, efforts 
are being made increasingly towards integrating the various 
arrangements for finance. A time has come in our opinion 
to establish an integrated structure both as regards the 
banking institutions and the terms and conditions on which 
they are to cater to industrial finance. It is as a 
component of this coordinated arrangement that urban 
cooperative banks organised for the benefit of individual 
industrial units should find their due place. 

•stlons for We, therefore, recommend that the scheme referred 

sion of the 

i banks to above be reconsidered fend a revised scheme worked out 

ne. 

for utilising the agency of the existing or new urban 
cooperative banks for industrial loans on a pilot scale. 

Upto six such banks may be organised in each state, in 
towns which have not got facilities of industrial cooperative 
bank of the mixed type. In the changed circumstances of the 
money market, it would be necessary that a bank selected 
under the scheme should have a minimum raid up ofepital of 
Rs.50,000. Government should assist those banks whose 
working capital is below this figure by meeting the 
differed* by share participation. 'The guarantee on the 
scale suggested in the previous paragraphs should be 
extended to these banks. They should bo given managerial 
grants by the government to enable them to appoint 
a special deputy manager an accountant and an inspector 
Tor industrial work. This grant may be on the usual sliding 
scale viz. 100/> during the first yep.r, 75% during the 

V 

second year, 50/ during the third year and 25% during the 
fourth year. Where it is intended to assist them with 
government funds these should be' made available through 
central financing agencies and not directly. The 
central financing agencies should make the required funds 


158 - 


available to them at a rate not higher than the 

■ We 

Reservo Bank rate of interest viz./- /expect that 


loans should be made available by these banks to their 
members at a rate of interest not much above that charged 
by the State Rank of India under its liberalised scheme 
for financing sms.ll scale industries i.e. at about G|r%. 
This will allow them a margin of 2 % of so for their 


service charges. In Chanter V, we are recommending 

a subsidy of 3- to be naid by government to cooperative 

banks on their own as well as government fuftdrt advanced 

by them to industrial cooperatives. We recommend 

a similar subsidy on funds advanced by the central 

financing agencies to urban cooperative banks for 

industrial purpose's. This margin of 3 C is to be shared between 

the apex and central banks. The latter have to operate 

over a wider area covering a district. The itaban 

banks on the other hand operate in a coimact area 

based on selected towns where conditions i re favourable. 

The margin of 2 r - or so on the supplemental finance should, 
therefore, suffice. Where this is found to be inadequate 
the central financing agencies may consider the granting 
of a more favourable rate than or the urban cooperative 
banks may be permitted to charge a somewhat higher rate 
of interest to the borrowing units. In areas where 
selection cannot be made out of the existing urban 
cooperative banks, new banks may be organised for the 
purpose. The results of the pilot experiment may be 
reviewed at the end of 3 years for further extension 
of the scheme. 


Extract from the Report of the Second Working Group on 
Industrial Cooperatives - pages 67 to 69. 



